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CANADA  RAILWAY  LOAN  ACT  (1867). 
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RETURN  to  an  AddreM  of  the  Honourable  The  Houie  of  Commoni, 
dated  36  April  tSyo •,—J'or, 


"  COPY  of  any  Despatch  or  Despatches  from  the  Colonial  Office  to  the 
Governor  General  of  Canada  containing  the  Opinion  or  Opinions  of 
the  Law  Officers  of  the  Crown  respecting  the  Inrestment  of  Money 
raised  under  the  Authority  of  the  Canada  Railway  Loan  Act  (1867)." 


Colonial  Office,! 
17  May  1870.    / 


W.  MONSELL. 


{Mr.  Monk.) 


Ordered,  by  The  House  of  Commons,  tn  be  Printed, 
1 8  May  1 870. 


244. 
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SCHEDULE. 


DESPATCHES  FROM  THE  GOVERNOR. 


No.  in 
SeriM. 


Date  and  Number. 


SUBJICT. 


Page. 


80  Mny  1860 
(No.  sa.) 


90  June  1860 
(No  67.) 


34  Jane  1860 
(No.  70.) 


38  October  1800 
(No.  lis.) 


80  October  1860 
(No.  117.) 


S3  Dec.  1800    • 
(No.  163.) 

Telegram  (Re- 
ceived 30  April 
1870). 

21  April  1870   - 
(No.  70.) 


Trangmita  an  approved  Mioute  of  the  Privv  Council  of  the 
20th  May  1860,  and  alto  a  Memorandum  by  the  Minister  of 
Finance  with  reference  to  the  measures  adopted  by  the  Cana- 
dian Government  to  provide  temporary  investment  of  the' 
money  raised  under  the  Iraperial  guarantee,  until  it  shall  b«. 
required  for  actual  outUy    ------- 

Forwards  a  Minute,  dated  18th  June  1800,  adopted  by  the  Privy 
Council  of  Canada,  deprecating  the  construction  which  has 
been  placed  on  their  action,  as  well  as  objecting  to  the  opi- 
nions expressed,  and  the  instructions  given  in  the  premises  by 
Her  Majesty's  Government 


Advertintr  to  the  Minute  of  the  37th  August  1868,  encloses  Cor- 
respondence respectini;  the  Intercolonial  Loan,  and  Minutes 
of  Council  of  the  SOth  May  and  1 8th  June.  These  docn- 
ments  furnish,  on  the  part  of  the  Privy  Council  of  Canada, 
replies  to  the  queries,  as  to  what  extent,  and  in  what  way, 
the  loan  had  been  employed,  and  contain  the  observation 
which  Mr.  Rose  and  his  colleagues  offer  as  the  eiplanationii 
of  the  course  they  have  pursuea  -        •        .    .    . 

Transmits  Minute  of  the  Privy  Council  of  13ih  August  1800, 
enclosing  Minute  of  the  Treasury  Board,  dated  Uth  August, 
on  the  subject  of  the  Intercolonial  Railway  Loan  -        -        . 

Forwards  a  Minute  of  the  Privy  Council  of  Canada,  dated  9nd 
October  1860,  respecting  the  investment  of  the  Intercolonial 
Railway  Money  -.-----.- 

Explains  how  the  delay  in  forwarding  the  Minute  of  Council 
of  lath  August  occurred     - 

Ha.«  requested  Sir  F.  Hinck's  to  give  a  correct  version  of  his 
remarks,  and  the  Ministers  to  furnish  a  statemeut  of  the  pre- 
sent position  of  Intercolonial  Railway  Loan  Funds 

With  reference  (c  Earl  Granville's  telegram  of  the  18th  April, 
encloses  a  statement,  furnished  by  Sir  Francis  Hincks,  respect- 
ing the  investment  of  the  loan 


10 


11 


IS 


17 


18 


18 


DESPATCHES  FROM  THE  SECRETARY  OF  STATE. 


1  June  1860 
(No.  07.) 


244' 


Requests  to  be  informed  to  what  extent,  and  in  what  way,  the 
loan  has  been  employed  under  the  aiitliority  of  the  Minute 
of  27th  August,  and  instructs  the  Governor  to  reiuso  his  con- 
currence in  any  mode  of  dealing  with  the  money  remaining 
in  the  hands  of  the  Government  other  than  that  of  invest- 
ment property  so  called.  Would  be  glad  to  receive  from  Mr. 
Rose  any  observations  respecting  the  Minute  of  27th  August, 
\rb  ch  he  may  consider  calculated  to  remove  the  strong  objec- 
lioi'ns  which  at  first  sight  attach  to  it     • 


No.  ia 
Seriet. 


Date  and  Number 


8  July  1800 
(Nu.  119.) 


SO  Not.  1860 
(No.  216.) 


15  Jan.  1870 
(No.  IS.) 


10  April  1870 
(No.  09.) 


[    iv     ] 


SuDJBCT. 


Acknowledge!  Despatch,  No.  67,  of  3nili  .lune,  in  relation  to 
Lord  GraiiTllla'f  Despatch,  No.  U7,  of  |g|  Juno,  rclutin;;  to 
tlio  diipowil  of  munej'^  railed  under  Imperiul  Guarantee. 
Rcquoats  >Jir  John  V  7  to  asiure  liii  Adviicn  that  liii 
Lordahip  never  had  any  intention  lo  call  in  qucition  the 
finnnoia!  integrity  of  the  Dominion  of  Canada,  itiU  leia  the 
|)er»unal  hunuur  of  Mr.  Rote  and  hit  colleoguea. 

Endoaef  tiro  opinioni  of  ihi  Laur  Officem  of  tho  Crown, 
luught  and  (liven  with  no  untriciidly  Icvlin;:  towards  the 
Cnnodinn  lioyernmcnt,  and  exprcuea  an  opinion  aa  to  the 
propriety  of  placinj;  ihu  money  in  tho  gliape  of  a  distinct 
fund        •-......-. 


Acknowledges  Despatch,  No.  113,  of  the  38th  October,  en- 
olosini^  a  Minute  of  the  Privy  Council,  of  13th  August,  on 
the  Bubjcct  of  the  Intercoloniul  Railway  Loan.  This  being 
a  aubject  of  much  interest  to  the  Imperial  Government,  his 
Lordship  would  have  been  ghd  to  have  received  the  Minute 
at  an  earlier  date     ........ 


Willi  reference  to  the  delay  in  frrwarding  iho  Minute  of  the 
13th  August,  states  that  Sir  J.  Young's  Despatch,  No.  lOa, 
of  the  S2nd  Df-cember,  furnishes  a  full  and  complete  ex. 
phuiation  of  the  delay       •        -        ..... 


Forwards  copy  of  Telegraphio  Despatch  sent  to  Sir  John 
Young  on  the  18th  April: — '*  Early  explanation  requested 
of  Statement  by  Minister  of  Finance  in  Budget  Speech;  that 
Law  Officcis'  opinion  as  to  Railway  Loan  will  not  be 
followed" 


Page. 
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CORRESPONDENCE  BETAVEEN  THE  COLONIAL  OFFICE  AND 
SIR  JOHN  ROSE,  k.c.m.o. 


No.  in 
Series. 

From  whom. 

Subject. 

Page 

1 

Colonial  Oiiice, 

As  it  is  proposed  shortly  to  lay  before  Pnrlianirnt    certain 

10  May  1870. 

Papers  relating  lothc  investment  of  the  Intcrculonia!  Rail* 
way  Loan,  Lord  Grnnvillu  would    he  glad  to  lie  furnished 
with  any  statement  wiih   regard  to  tlio  actnal  expenditure 
and  profrrcss  of  tlii!  Railway  works,  and  of  the  oliligationH 
Bi^suiiu'd  up  to  the  present  time,  which  Sir  John  Rose,  from 
his   intimate  knowledge   of  the  subjcet,  may  bo  able  to 

supply 

24 

3 

Sir  John  Rose, 

Forwards  a  statement  of  the  progress  of  the  Intercoloniul 

13  May  1870. 

Railway,   of  the  expenditure  011  it,  uiid   the   obligations 
assumed  up  to  the  ,  resent  time,  in  compliiince  with  tho 

letter  of  Sir  Frederic  Rogers  of  the  lOtb  May 

34 

Hon 
Cana 
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forth 
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order  1 
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24 


[  '  1 


COPY  of  uny  Dbbpatgu  or  Dbspatohis  from  the  Colonial  Office  to  the 
Governor  General  of  Canada,  containing  the  Opinion  or  Opinions  of 
the  Law  Opficbrb  of  the  Crown  respecting  the  Investment  of  Money 
raised  under  the  Authority  of  the  Canada  Railway  Loan  Act  (1867). 


Despatches  from  the  Governor. 


(No.  56.) 


No.  1.  — 


No.  I. 


Copy  of  a  DESPATCH  from  Governor  General  the  Right  Honourable  Sir  John  Goranor  Ganenl 
Vouna,  Bart.,  a.c.B.,  to  The  Earl  Granville,  K.o.  Sir  John  Young, 

Btrt,  o.c.B.,  to 

Ottawa,  Canada,  30  May  1869.      ^l^Xiier* 
My  Lord,  (Received,  U  June  1869.) 

I  HAVB  the  honour  to  enclose,  for  your  Lordship's  information,  an  approved 
Minute  of  the  Privy  Council,  relative  to  the  measures  adopted  by  the  Canadian 
Government  to  provide  temporary  investment  for  the  money  raised  under  Imperial 
guarantee  for  the  construction  of  the  Intercolonial  Railway. 

I  have,  &c. 
(signed)        John  Young. 


Enclosure  in  No.  1. 

Copy  of  a  REroRT  of  a  Committee  of  the  Honourable  the  Privy  Council  of  Canada, 
approved  by  His  Excellency  the  Governor  General  on  the  29th  May  1869. 

TnB  Committee  have  had  under  consideration  the  annexed  Memorandum  from  the 
Honourable  the  Minister  of  Finance,  havint;  reference  to  tlie  measures  adopted  by  the 
Canadian  Government  to  provide  temporary  investment  for  the  money  raised  under  the 
Imperial  guarantee  for  the  construction  of  the  Intercolonial  R.iiUvay,  until  it  should  be  re- 
quired for  actual  outlay,  and  tliey  respectrully  report  their  entire  concurrence  in  the  state- 
ments made  and  the  views  expressed  in  the  saia  Memorandum;  and  advise  that  a  copy 
thereof  be  transmitted  b}'  yuur  Cxc-ellency  to  the  Ri<;ht  Honourable  the  Secretary  of  State 
for  the  Colonies,  for  the  information  of  Her  Majesty's  Government. 

Certified, 

W.  A.  Hinsworth, 

Assistant  Clerk,  Privy  Council. 


Enol.  in  No.  1. 


124 


Sub- Enclosure  in  No.  1. 

Thk  Minister  of  Finance  has  had  his  attention  called  o  an  inquiry  in  the  House  of  Sub-Encl.inNn,  1. 
Commons,  whether  the  Governor  General  has  approved  of  a  "  Recommendation  of  C  >uncil, 
that  money  raised  under  the  Imperial  <j;uarantee,  for  tiie  constructic  11  of  the  Intercolonial 
Railway,  should  be  applied  to  the  payment  of  the  general  debts  of  the  Canadian  D  )minion, 
and  whether  such  application  is  not  in  contravention  of  the  Canadlun  Railway  Loan  Act, 
1807;"  and  he  thinks  it  proper  to  call  your  Excellency'.<  attention  to  the  circuinstanoe  in 
order  that  the  imputation  which  is  impliedly  mide  on  the  good  faith  of  the  Government 
may  be  promptly  repelled. 


344. 


1.  Tho 


PAl'KUS  UELATI.NG  TO  TUL 


I.  Till-  Act  (if  Union  provided  that  "  it  nhnll  lie  the  duty  of  the  OovciniiK'iit  niid  Parlia- 
ment ol  Caimdii,  to  provide  for  thu  coiiiiiieiicnmciit,  within  nix  inoiuhH  after  the  Unimi,  of  a 
radwiiy  eonnvulini;  tlip  KivcrSl.  liuwronce  with  ihu  ciiy  of  lliihfitx,  in  Nova  Scotiii,  and  for 
the  roiiHtruutiun  thereof  without  intcrnni«»ioii,  and  the  coinplciion  tlier«>if  with  all  pnirticaiile 
•peed." 

The  Government  felt  it  to  ho  their  duty  to  carry  out  thin  provision  of  the  constilutioii 
witli  all  poHiiibie  dili|fenoc,  A  i{reiit  [xirtion  of  the  route  had  been  so  far  nurveyed  in  f4inner 
yiarH  that  it  wbk  believed  it  could  be  placed  under  contract  in  the  courte  of  lant  MUiniuer  or 
autumn. 

■J.  It  wai,  however,  necessary,  before  doin.'  thin,  to  pinco  the  loan ;  and  the  Finance 
MniiKiei,  in  the  courne  of  Iiii4  negotiations  with  the  Iinpcriul  Government  in  Julv  \eH6, 
ihiiiiiated  that  he  would  only  raii«o  oiie-hdf  the  authorised  amount  until  ihe  pro}>rc8«  of  the 
wurkt  made  it  neceaaary  to  provide  the  remainder. 

3.  In  the  course  of  iie)rotiiitiuti.s  with  the  fiiMiicial  a^entH,  Men'irs.  Baring  and  Olyii,  the 
Finance  Miiimter  endeavoured  to  ponlpone  the  jMiyinunti*  on  the  loan  to  as  remote  a  day  as 
possible ;  but  it  was  thought  thai  it  would  inilitatc  a^ainitt  the  aiiccess  of  the  operation  if 
the  Inst  instalments  were  deftii  red  beyond  April  1869,  or  if  the  privilege  of  payin;;  by  aiitici- 
pation  were  not  accorded  to  the  subscriberi. 

4.  When  the  loan  was  contracted  for,  a  coniiderable  number  of  the  subscribers  availed 
themselves  of  this  option,  and  a  larue  amount  of  money  was  paid  in  by  anticipation. 

As  interest  on  the  entire  loan  ot  two  millions  (thret-fonrtns  bearing  four  per  cent.,  and 
one-fourth  liearini;  five  per  cent.)  be);an  in  July  Dioti,  and  was  payable  by  Canada  from 
that  day,  it  became  the  ubvious  duly  of  the  Govcniuient  so  to  pLce  the  money  received 
as  that  an  undue  loss  of  interest  might  be  avoided. 

6.  The  Minister  of  Finance  accordin^jly  requesteil  Messrs.  nnrin;;  and  Glyn,  the  financial 
agents,  to  endeavour  to  do  so  at  the  be^i  rates  Ihey  ronld,  "  compatilde  with  perfect 
security  and  immediate  convertibility;"  but  these  pentleiiien  infnrniud  the  Government 
that  in  the  present  state  of  the  money  niaiket,  and  coiiNi'.tcnily  with  tliese  conditions,  they 
could  not  obtain  a  hit;her  rate  of  inleiest  than  (>ne  per  ixiit.  per  annum. 

Had  they  been  able  to  huvc  pineed  the  deposits  iit  any  reasonable  rate,  the  Goveriiinent 
would  have  been  relieved  from  the  necessity  of  seeking  other  means  of  temporarily  employ- 
ing  the  instalments. 

6.  Under  the  circumstances  mentioned,  the  Government  had,  hotvever,  to  consider  what 
other  means,  on  the  like  conditions  of  imniediatu  convertibility  and  perfect  security,  were 
open  to  them  as  a  temporary  investment. 

7.  The  Government  of  Canada  was,  at  that  time,  about  issuing;  securities  lo  provide  for 
certain  engagements  of  the  Dominion  which  it  was  desirable  to  fund  or  otherwise  meet ;  and 
It  was  con8i<lered  that  no  better  ur  more  peifeei  security  than  those  adverted  to  could  be 
provided  in  which  to  place  a  portion  of  the  moneys,  lyin;;  comparatively  unproductive,  until 
these  moneys  were  required  to  be  ilisbiirsed  to  the  contractors  on  the  works. 

(t.  The  Government  had  not  ceased  lo  urge  the  completion  of  the  surveys  with  all  pos- 
sible speed,  and  they  endeavoured  to  push  on  the  lilting  of  the  works  ns  rapidly  as  possible. 
All  the  sections,  on  which  the  location  surveys  were  sutliuiuntly  advanced,  were  accordingly 
let  lust  winter  by  public  tender.  Tlicy  are  >evcii  in  nunibi  r,  I(t'2  miles  in  length,  und  the 
cost  is  estimated  at  6,OUO,OOU  dollars.  On  these  sections  operations  are  being  actively  pro- 
secuted, and  the  contraclois  are  entitled  to  payment  us  the  works  proceed. 

0.  The  engineers  have  been  cnntinnalfy  enguu'fd  in  locating  the  remaining  sections,  and 
these  will  be  placed  under  contract  as  rapidly  as  possible.  On  one  portion  of  the  route  a 
railway  had  been  alreadv  built  by  :i  private  company,  about  .10  miles  in  length.  The  pro- 
priety of  acquiring  this  line,  and  makiii'j;  it  a  imrtion  of  the  Intercolonial,  was  always  con- 
templated as  a  possibility,  and  if  tlie  negotiations  having  that  object  in  view,  whicli  bei;an 
some  time  ago,  are  concluded,  it  will  involve  an  .mmediale  large  cash  outlay,  in  addition  to 
the  payment  of  the  current  works,  o.it  of  the  Int'.'i'colonial  Fund. 

lu.  It  will  thus  be  seen  that  tin^  most  energetic  steps  were  taken  from  the  outset  to 
acceleiate  the  progress  of  the  works,  und  tliat  tiic  (ioveinuient  are  not  open  to  the  suspicion 
ot  havin<i  deferred  their  prosecution  for  one  hour,  but  that  on  the  contrary  they  have  endea- 
voured to  carry  out,  with  the  uiinnst  pr(iiii|>titn(le  and  good  faith,  the  obligations  entailed 
upon  them  by  the  Act  of  Uiii'Oi,  with  relereiice  to  the  Intcicolonial  Railway. 

II.  It  may  be  asked  why  i'"(  loan  could  lint  have  been  postpuned  for  some  mouths,  or  a 
less  uniouiit  issued,  iiiasmucli  u:.  it  now  iippciirs  that  the  whole  of  the  money  will  not  be 
spent  lor  some  time?  To  this  nupiiry  thi  re  are  obvious  and  conclusive  answers.  The 
Goveiiimriit  could  enter  into  im  contracts,  nor  nei^oiiate  lor  the  aKiuisition  of  any  interme- 
diate porlidii  ol  the  line,  until  they  saw  thai  the  money  w.is  availubie.  A  considerable  sum 
had  aciii.illy  lieen  spent  on  surveys,  xc.  &c.,  by  anticipation.  Tin?  money  market  was  then 
unusually  lavounible,  and  it  might  have  lieeii  a  nio-l  si'rious  mailer,  in  a  pecuniiiry  piiinl  of 
view ,  to  the  Dominion,  if  the  loan  had  lioi  n  ('eferred  until  a  cniiditioii  of  things  arose  which 
might  have  entailed  on  Canada  the  payment  lor  :»,»  year-  of  a  hiulier  rate  of  interest.  The 
financial  :i(;rnts  of  the  Government  coiihiilrrt'd  tlic  time  unusually  o|>portune.  Ilcr 
Majesty's  (juvcrnment  ivero  in  full   possession  of  all  the  circumstances,   and    gave  their 

umiualiiieJ 


Sei 


to 


CANADA  RAILWAY  LOAN  ACT  (1807).  3 

unqualitied  vjnient  to  tlio  oprration  on  the  ternii  und  to  the  extent  In  which  it  was  carried 
out. 

12.  Thp  (lovernmfnt  of  Ganiida  hnd  thererore,  iimler  thcue  rirci)m«tance«,  tn  deal  with 
the  alteriiiilive,  oC  nllowini;  the  Inr^e  di>|ioiitH  to  rnninin  niiprndiMtive  and  rntail  a  \om  of 
ahoui  3riO,ou()  dollaiH  u  year;  or  of  plnciii);  tlirin  temporarily,  and  in  u  wity  thiit  would  he 
availulile  us  ilie  money  una  required  tor  HCtuul  outliiy. 

It  wan  not  unnnturnlly  to  he  Hoppnsi'd,  tliat  if  tlie  Imperinl  Goverinneiit  hud  lufficicDt 
contidunce  in  Cuiiudu,  to  g;uDrantfe  or  piKhirxe  her  IximU,  that  ciiiiAdence  aUo  extended  to 
truHiini:  her  with  the  ontluy  of  the  nioni^y  on  the  work  for  which  it  lind  been  niined;  a  work 
which  WHS  declnri'd  to  be  eviiuntiul  to  the  connolidutinn  of  the  Union  of  Briti»h  North 
Aoierico,  iind  u  condition  of  the  niiHRnt  thereto,  of  Nova  Scoiia  iind  New  Hrnntwick  ;  and 
one  to  the  completion  of  which  the  good  faith  und  interest  of  every  Province  of  the 
Dominion  were  pledu;ed. 

If  the  Iniporiiil  Government  had  conveyed  the  intimation  that  Caniida  could  not  be 
rntrugtcd  with  the  money  for  the  |)roDecution  of  its  own  work«,  or  hitd  sought  to  impose 
rt'iitriction*  on  itK  outlay,  which  would  necesturily  have  preauppoaeil  ihat  distruHt,  tlio  Finance 
Minister  believes  it  would  hiive  been  the  unanimous  opinion  of  the  peo|>lo  of  Canada,  that 
the  guarantee  of  Her  Majesty's  Government  to  the  loan,  however  liiuhly  they  nii^'ht  hiive 
prized  the  gmntrng  of  it,  and  however  advantiigeouii  it  might  have  been,  oui^jit  not  to  have 
been  accepted  on  such  a  condition. 

13.  The  meaning  of  the  inquiry  made  in  the  Mouse  of  Commons  plainly  is,  that,  under 
the  pressure  of  financial  necessity,  Canada  used  the  Iniercolonial  money ;  if  indeed  the 
inquiry  he  not  meant  to  convey  ihe  ini|>utxition  that  Canada  raised  the  loan  prematurely  with 
that  object.  The  Mimtiterof  Finance  behevcs  it  to  be  his  duty  to  repel  an  inHinua'ion  which 
would  be  alike  unworthy  of  the  G<ivcrnment,  as  it  would  be  utterly  opposed  to  the  cha> 
racter  fnr  good  faith  and  straightforward  integrity  which  the  people  of  every  Province  of 
the  Domnnon  have  justly  earned,  and  for  the  maintenance  of  which  they  have  ever  held  the 
representatives  in  wnoni  they  place  confidence  to  a  strict  observance. 

14.  1 1  is  only  necessary  to  a^  'ert  to  the  financial  condition  ol'  Canada  at  the  time,  to 
prove  how  irreconcileablc  with  the  actual  facts  such  a  supposition  is. 

It  is  true  that  there  was  a  certain  amount  of  floating  liability  due  by  the  Dominion,  but 
only  to  its  fiscal  agents  in  London  ;  its  bankers  in  Canada,  and  a  small  amount  to  one  of 
the  Provinces  of  the  Dominion. 

This  liability,  so  far  from  being  pressing,  wa«  one  whicli  the  public  creditor  would  have 
too  gladly  allowed  to  remain,  but  the  Government  thought  it  proper  to  make  provision  for 
its  gradual  fundin<;,  partly  out  of  deposits  in  the  Government  savings  banks;  partly  out  of 
deposits  required  from  insurance  companies,  under  ihe  law,  and  by  other  equally  certain 
mean.i.  Had  tiiey  been  disposed  to  place  a  loan  for  the  purpose  on  the  marKet,  ii  could 
have  been  successl'idly  accomplished  wiihont  any  dilKuulty ;  for  the  only  loan  issued  since 
the  Union  (except  the  Intercolonial)  was  promptly  taken  up  in  Canada  ;  the  six  per  cent, 
stock  being  now  readily  saleable  and  in  continued  demand  nt  a  premium  of  eight  to  nine 
per  cent. ;  and  the  Government  has  been  compelled  to  decline  repeated  applications  for 
further  issues. 

A  certain  amount  of  bonded  debt  also  fell  due  last  autumn,  for  which  ample  provision 
had  been  made,  but  the  great  bulk  of  the  holders  expressed  in  advance  their  wish  either  to 
renew  it  or  convert  it  into  the  Dominion  Stock  already  mentioned ;  an  otier  which  the 
Government  thought  it  proper  in  the  public  interest  to  decline. 

16.  It  is  unnecessary  to  say  more  to  prove  how  unfounded  any  imputation  is  th><t  the 
motive  of  financial  necef>sity  had  any  part  whatever  in  inducini;  the  arrangements  with 
releience  to  the  temporary  investment  of  the  Intercolonial  money,  or  to  show  that  the 
Govtrinnent  was  influenced  solely  by  the  one  single  consideration  of  finding  a  temporary 
investment  for  it,  un  the  condition  of  perfect  security  and  immediate  convertibility,  by  which 
a  heavy  loss  of  interest  might  be  avoiiled. 

Ill  carrying  this  out,  the  Governmcni  took  unwonted  and  exceptional  precautions  in  order 
that  by  no  possibility  uhntover  might  there  be  any  doubt  that  the  money  borrowed  would 
be  as  sale  and  as  immediately  available  as  ii  would  have  been  were  it  deposited  at  call  in 
the  Dank  of  England. 

10.  Some  of  these  precautions  are  indicated  in  iieneral  terms  in  the  Order  in  Council, 
approved  ol  by  his  Excellency  tiie  Governor  General  in  August  last,  a  copy  of  which,  with 
Ihe  accompanying  report  of  ihe  Minister  of  Finance,  it  is  presumed,  was  transmitted  to  the 
Secretary  ot  State  for  the  Colonies  by  his  Excellency. 

The  Minister  of  Finance  is  not  aware  that  any  exception  has  ever  been  taken  to  the 
arrangements  so  made. 

17.  It  is  proper  briefly  to  recapitulate  the  means  immediately  and  prospectively  av.iilable 
to  the  Government  of  Canada  for  the  purposes  above  mentioni'd. 

n.  The  Government  have  a  cosh  balance  in  the  hands  of  their  bankers  of  upwards 
of  2,750,000  dollars,  a  portion  of  which  they  are  now  endeavouring,  though  so  far  unsuc- 
cessfully, to  place  on  special  deposit  at  interest. 

b.  They  have  a  further  special  deposit  with  their  bankers,  at  4  per  cent,  interest,  of 
1,600,000  doUa  B. 

244-  ■         A  a  c.  They 
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e.  They  h«r<  in  tli«  handa  of  M«Mra.  Hiring  and  Olyn  an  amount  •■tiroatad  by 
tha  laai  advicta  at  a.Ooo.uuo  dollara. 

4,  Thry  have  India  Ikxida  in  tha  handa  of  M« 
7ftO,ooo  dollara, 

t.  They  have  preff>renlial  aecuritiei,  of  undoubted  value,  payable  in  I,  3,  :i  and  4 
yaarit  from  Jununry  laxt,  with  inter*it,  of  Ihti  Urmt  Weatern  HailwMy  Company  of 
OinaJa,  amountin);  to  3,750,000  dollara. 


f.  Thvv  have  lecript*  Ironi  the  Poat  Office  Savinga  Hank,  which  ainoe  their  entab- 
liuintpnt  nave  averaged  about  50,000  dollara  per  month,  and  wliicb  in  the  courae  nf  the 
next  year  are  e>iimat«d  (beyond  the  uaab  in  band)  at  fl00,00U  dollara. 

g.  They  have  depoaita  by  iiiauraiior  vompaoiea  of  conaola,  atock*,  and  bondx,  about 
to  be  converted  inio  caah  within  two  yeari,  of  1,500,000  dollara. 

h.  They  have  purcbaaed  bondi,  in  anticipation  ot  the  requirementa  of  the  Inter* 
colonial  Sinking  Fund,  lo  about  370,000  dollura. 

I.  They  have  provided,  over  and  above  the  Ibregoing  nieana,  apecial  credita  with  the 
banker*  and  Anancinl  agenta  of  the  Onvemment  for  (he  eipraaii  purpoae  ol  meeting 
any  poaaible  call  on  Intercolonial  account,  to  wit,  with 

Meaara.  Dariiiu;  and  Glyn,  1,350,000  dollura. 
The  Dank  of  Montreal,  3,500,ouo  dollars. 

18.  It  will  thua  be  auen  that  the  itnteroent  of  havint;  applied  the  money  ruiaed  under 
the  Canada  Loan  Act,  1B67,  in  piiynient  of  the  general  deuts  of  the  Dominion  in  contra- 
vention of  that  Act,  ia  without  a  aliodow  of  foundation. 

The  credit  of  the  Dominion  of  Cunada  ttanda  too  well  to  render  the  recoune  to  iiny 
indirect  or  unworthy  nieana  for  the  payment  of  her  debtt  ncceMary,  and  Mho  prizoit  bur 
reputation  for  good  faith  too  htuhly  to  reoort  to  tbfnt.  Canada  haa  but  to  otfur  hor  own 
aecuritiea  to  her  own  people,  or  on  the  London  money  market,  aa  iihu  may  think  most  for  her 
advantage,  to  find  whatt- ver  nieana  are  needed  for  the  maintenance  of  the  public  credit,  or 
for  the  prooecution  of  enterpriaea  which  her  people  think  can  he  prudentlv  and  iidvun- 
tageou»ly  undertaken.  And  while  her  obliiration  to  complete  the  Intercolonial  llailway  will 
be  lulfilled  to  the  letter,  8he  clainie  the  right  of  making  auch  aubaidiary  urrangenmntu, 
whether  in  regard  to  the  loan  or  the  work«  themtelveR,  oa  her  own  inti^reata  may  recpiire. 

18.  Her  Majetty'a  Ooverninent  bus  hitherto  extended  a  most  generous  confidenco  to 
Cunada  in  connection  with  all  the  antecedent  negotiation*  on  tbia  subject,  and  Hbe  lion  no 
reaton  to  belif  ve  that  in  future  that  coiiAdence  will  be  ubrulged.  This  feeling  induced  the 
Miniater  ot  Finance  to  recommend  lo  hi*  Excellency  the  jiropriety  of  making  the  extra- 
ordinary and  unwunted  proviaiona  alri.'ody  referred  to;  provisions  which  under  ordinary  cir- 
cumalancca  need  nor  have  been  made,  and  it  now  im|)ela  him  to  aiibinit  these  observatinna 
for  your  Excellency's  consideration,  in  order  llmt  Her  Majesty's  Oovernment  may  liavc  the 
means  of  justifying  the  confidence  which  in  this  matter  as  in  nil  others  they  have  invuriubly 
reposed  in  the  good  tuith  of  the  inhabitants  of  British  North  Aniericn. 

It  IS  the  duty  of  Canada  to  see  that  the  unuunt  of  the  loan  i.s  f  litlifully  expended  on  a 
work  in  which  Her  Majesty's  (jovcrnmeat  and  the  D<miinion  have  conlesscdly  a  couiinon 
interest.  Of  that  duty  Canada  is  fully  aen»ible,  and  it  will  be  purfornied  with  the  most 
exact  integrity. 

John  Rose,  Minister  of  Finance. 

Ottawa,  39  May  1869. 


—  No.  2.  — 
(No.  67.) 

Copy  of  a  DKSI'ATCH    from   Governor  Oenenil  tlie   Riglit   Honourable  Sir 
John  Youwf,  Bart.,  g.c.b.,  to  Tlie  Eurl  Granvilli;,  k.o. 

Ottawa,  2U  June  1800. 
(Heceived,  o  July  I80l>.) 
My  Lord,  (Answeied,  No.  I.'O,  H  July  IHno,  |i.  Jl.) 

I  HAVE  the  honour  to  acknowledge  the  receipt  of  your  Lnrdiiliip's  Dcspiiteh  of 
the  1st  June  insliint,  No.  97,*  and  to  trnnsiiiit,  in  nffrence  thereto,  a  .Minute 
ndojited  by  the  Privy  Council  of  Canada,  deprecatinur  the  construction  wliicli 
has  been  placed  on  their  uctinn,  as  well  as  ol>jfctiii<{  to  the  opinions  expressed 
and  the  iDsliuctions  given  in  the  premises  by  ller  Majesty's  Govenimeiit. 

I  have,  kc. 
(signed)         John  Voung. 
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Enclosure  hi  No.  3. 

Corv  o>  ■  MiNurK  ol  the^Quecn'it  Privy  Council  fur  Can»dn,  adopted  18  June  IVOtt.  Enol. la  No.  i. 

Miiy  it  pli'iife  Your  Kxcelliiicy, 
Tub  I'rivy  CoiuumI  Iwvl-  Imd  uiitier  connideratioii  thu  OeH|mtcl>  of  the  Secrotary  of  Stiita 
fur  ihf  CiiliiiiirH,  under  (iiitv  of  llm  l!>t  Juii*!,  mi  tlio  Huhject  of  the  Intercolonial   RaiiwHy 
Lull,  which  wim  referred  lo  theni  liy  your  Excellency,  mid  have  now  the  honour  to  rejiort 
■■  fi'lliMMi: — 

1  Ik  Sroptnry  of  Sinie  winhc*  tn  Icnrn  from  your  F.xrellency  to  what  ixteiit  tliii  liouii  hat 
bt'in  riii|ilciye<l  under  the  Hiithority  ol  tlie  Miniitr  of  Cnuiii'il  of  tlie  37th  AuffUHt  Inat,  and 
Cdiiviyii  hih  innliuctiiinii  lo  rrtute  rnnrurretxe  in  nny  mode  of  dealing  with  the  money  other 
than  tliiit  of  iiive>tiiiciit)i,  pro|ierly  so  cnlliil ;  uiul  he  desiieH  to  receive  fioiii  the  Minixter  of 
Fii  ttiice  any  (ili«erva(ioiiK  lerpeitiii^  the  Minute  in  queition  which  he  may  connider  r:i!cu- 
leteil  to  remove  llie  Rtronp:  obicclioiig  which  in  the  opinion  of  the  Secreiary  of  State  al  fint 
mpht  atliicli  to  it. 

Yiiur  K\cellei'cy'N  Advinero,  while  they  will  mo*t  reiidily  afford  the  uiiiplefit  information 
oil  the  i>iihjei't  of  the  Loan,  uiiil  lerptcliiiK  the  manner  in  which  it  Iium  been  dealt  with, 
would  desire  nt  the  outnet  to  nay  that  they  xre  all  equally  reDponaibIn  with  the  Miniater  of 
Fiiiiiiicc  liii'  the  iinanut  nieiitH,  n"  well  IuucIhiik  th>'  Loan  tin  for  the  8ubMV(|U)  nt  pinploynieiit 
ul  uiiy  piii't  of  the  nione\>>;  that  they  partieiiiuled  in  ri'roiiiniendiiiL'  to  your  Kxielleiay'M 
|Jrl'd^('e^llo^  the  coiime  which  waN  taken  witli  reference  to  it,  and  they  cannot  recoumgc 
the  priiiriple  oi  perniMlin):  one  ol  your  AdviiieiB  to  b"  charged  with  n  tpeciul  niea!<ui'e  of 
rcKpi'iiKiliility,  or  to  he  indivKhnilly  called  on  lo  account  for  iictH  which  they  collectively 
approved. 

On  ilu'suhjert  ol  the  alleged  tnnpurury  upiilicution  ot  tlie  money  to  thu  purpose  of  defray- 
ing the  ;.t'iieral  deblH  nf  tlic  Dominion,  your  Ekci  llency's  Adviaertt  would  fay  that  the  (ttctii 
ait'  Ml  Inlly  M't  lorili  in  tlie  Miiiiitt-  nt  Council  approved  of  by  your  Excellency  on  the  S&lli 
May  lu»t,  iliui  il  would  be  siiperlluoiiH  to  repeal  theui  hire,  'fhey  cannot  but  believe  that 
the  exphiiiiitioiiH  (fiven  in  thai  Minute  uill  lie  gatmliictory  to  Her  iVlajefity'»  (iovernnieut, 
and  thai  the  De>|i!>ich  now  under  review  wii>  virilten  without  a  full  co<;nizunce  of  all  the 
cireuini-liiiu  ei«  coiiiicnted  with  the  proposed  possible  teni|M)iary  investment  of  a  portion  of 
the  niMicy, 

It  ni^iv  iiot  bi'  unadvisnliie,  however,  a<;Bin  to  call  attention  to  the  fact,  that  the  Inter- 
coloniiil  l.ouii  Act  provided  ihui  Caiiadii.iind  not  ihe  Imperial  Qovernment,  should  rai>e  the 
l.oi'n  ;  tliiit  the  duty  ot  deterininin<;  the  mode  in  which  the  rond  Klioiild  be  constructed 
ili\oiv(d  wholly  on  Canada ;  tliiit  she  liux  accordingly  provided,  with  the  sanction  ol  the 
liiipiiiul  (ioxenin  Mit,  iliut  the  work  sliiill  be  doiir  by  u  (.'ommission  appointed  by  Canada, 
(iikI  r(h|  oiiKibIc  only  to  the  Government  mid  Pnrlliimeiit  of  Canada. 

It  is  lurther  lequired  that  Caiindn  shall  proviile  for  the  raisin<r,  appropriation,  and  expen- 
diture ol  the  innney  :  iind  by  the  Art  ol  the  Ciiniidiun  Parliani"ni,  it  is  provided  thul  pay- 
niei.t  for  the  works  shiill  he  made  by  Ihe  Receiver  General  to  the  Commissioners,  in  sucli 
wiiv  us  the  Ciuvernor  in  (Jouiicil  may  direct. 

'ihe  I'lily  reservatiins  which  Her  Majesty's  Government  would  appear  to  have  considered 
it  iietissHry  to  make  in  the  Intercolonial  Railway  Act,  were,  tiiat  the  interest  on  the 
uuuraiittcil  portion  of  the  Loan  should  lieachargeon  the  Consolidated  Revenue  of  Canada 
III  a  specihed  order ;  that  provision  should  be  made  for  a  sinkin<;  fund,  which  mi^ht  bi! 
invested  in  securities  either  of  the  Province  of  Canada,  Nova  Scotia,  or  New  Brunswick, 
issued  beliiie  ihe  Union. 

Tlie  whole  scope  of  the  lei^islution,  us  well  of  the  Imperial  iia  of  the  Dominion  Parliii- 
nicnt,  shows  that  it  was  intended  to  impose  on  Canada  the  entire  responsibility  of  raising 
and  nianaj:iiiu  the  Loan  lor  loiistrnctintr  the  road.  In  this  essential  feature  it  is  in  direct 
varinnee  with  the  former  {!naruiit<.>.d  Loan  of  1842,  which  was  Mised  not  by  Camilla  liut 
by  the  Imperial  Gnveriinicnt  itself,  and  inaii:i^>.'d  b;,  it;  whereas  in  the  present  case,  the 
Iiiiperiiil  Purliament  would  appear  lo  have  jinrposelv  dissociated  Her  Majesty's  Government 
from  all  connection  either  vith  the  work  itself,  the  raising  of  the  loan,  or  the  maiiuueinent 
of  the  fund.  So  implicit  indued  »ould  the  coiifidince  in  Canada  appear  to  have  been,  that 
it  was  provided  that  the  sinkinu  fund  iiiiuht  lie  invested  in  the  securities  ol  the  Doiuiiiion, 
thus  practicalli  accepting  the  credit  of  Canada  as  the  sole  security,  not  only  for  the  coii- 
struciion  of  the  work,  but  for  the  ultimate  repayment  of  tlie  money. 

The  iieuiiiiaii'ins  aticiidiiig  ilie  Loan  in  July  last  were  conducted  obviously  in  the  spirit 
of  this  leiiislution.  Her  .Majesty's  Covernnieiil  wisiied  only  to  reserve  their  appioval  of  li.e 
route  lietiire  endnrsinu  the  bonds. 

It  was  thoiiuht  pru|iei,  however,  that  the  pinposed  terms  of  the  Loan  should,  in  the 
niiiuiest  particulars,  be  conimnincated  to  Her  Majesty's  (lovernniei.t,  exhiliitiiiir  tlie 
aiiioiiiit  piopused  to  be  raised,  the  uiude  and  time  ol  |>nyiiig  the  instalments,  and  even  the 
form  of  lioiids  lo  be  issued.  It  was  at  that  time  perfectly  apparent  thai  the  moiety  of  the 
Loan  which  was  tlieii  raised  would  nut  all  be  lequireu  for  a  considerable  interval  ol  tiii.e, 
inasmuch  as  the  sanction  of  Her  .M.ijesty's  Government  hud  only  tiien  been  given  to  ilie 
route;  until  which  sanction  no  contracts  could  be  entered  into,  or  outlay  incurred. 

The  Privy  Council  would  invite  nltentioii  to  the   fact  that  althoutjh  cveiy  detail  was  in 

possession  of  Her  Majci-iy'B  Government,  no  objection  whatever  was  ir      .  to  the  terms  so 
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proposed  ;  it  was  not  stiggested  that  the  Loan  was  premature  or  needleg>ly  large,  nor  did 
they  oil  !;iiy  ocjnsiuP  express  any  wish  wimtever  to  luirticipute  in  controlling  or  r.iitnat^ing 
the  appioprin'.ion  of  the  moneys  in  the  interval.  That  duty  had  lieyond  ail  quisiion  been 
delegated  to  Canada  alo-,e. 

If  llcr  Majesty'!*  Government  had  evinced  a  confidence  in  Canada  more  limited  thnn 
i*tti!'nn."rn:  had  reposed,  or,  by  scckinp;  to  interpose  a  joint  control,  had  exhibited  a  distrust 
either  of  the  credit  of  ('anada  or  of  its  ^ood  liiith  in  expendinir  <hu  money  on  the  work:  as 
rapi'ily  as  they  could  be  pushed  forward,  the  duty  of  your  Excellency  s  advisers  would 
have  Geen  plum ;  they  could  not  have  iiccnptcd  the  guarantee  on  these  terms. 

But  no  such  distrust  was  ever  suggesicd,  nor  the  faintosi  wish  expressed  on  the  part  of 
Her  Majesty's  Government,  to  direct  tlie  temporary  udminisiration  of  the  money. 

If  any  suggestions  in  the  spirit  of  extending  co-openition  or  advice,  as  to  providing  tem- 
porary employment  for  the  instalments  had  been  made  on  the  part  oi  tier  Majesty's 
Government,  they  would  then,  as  now,  have  received  fitting  appreciation. 

The  Privy  Council  cannot  but  regret  tliat  after  arrangements  conducted  in  this  spirit 
have  been  completed.,  and  after  the  entire  reiipontib'lity  of  innnHging  the  funds  h.ts  been 
thrown  on  Canada,  your  Excellency  should  now,  for  the  first  time,  be  called  upon  to  inter- 
pose your  authority  fok-  the  purpose  of  refusing  your  concurrence  in  the  mode  ol  dealing 
with  the  money,  which  tiie  Canadian  Government  have  deemed  it  expedient  to  adopt 

Your  Excellency's  advisers  hnve  throughout  these  negotiations  been  perfectly  unreserved 
with  her  Majesty's  Goverrment,  and  have,  besides,  taken  the  promptest  and  most  energetic 
steps  to  further  the  prosetution  of  the  work. 

It  is  unne  essary  to  repe,  t  the  r^cuinstancL's  attending  the  contemplated  temporary 
investment  of  a  portion  of  t.  e  -'loney,  or  the  e.-rtreme  precauaons  which  the  Minister  of 
Finance  took  to  provide  for  its  immediate  return,  in  case  it  was  deemed  advantageous  to 
invest  any  portion  of  it  in  the  securities  of  the  Dominion 

These  precautions  were  dictated  by  u  desire  to  provide  for  contingencies,  which,  though 
within  the  range  of  pussibility,  were  not  reasonably  to  be  anticipated,  and  to  guard  against 
any  possible  loss  to  Ciinada,  in  replacing  the  money,  should  circumstances  nnike  it  more 
for  her  interest  to  use  for  a  time  a  portion  of  the  receipts  of  the  Intercolonial  Loan,  lying  unpro- 
ductive and  idle,  rather  than  have  recourse  to  the  other  means  wiiicli  were  always  available, 
and  which  Canada  hab  always  at  command  to  meet  any  teinporary  drafts  on  the  Treasury. 

In  compliance  uiih  your  Excellency's  wishes,  the  Privy  Council  have  caused  a  statement 
to  be  miide  showing  the  extent  to  which  that  portion  of  the  Intercolonial  Loan  guaranteed 
by  Her  Majesty's  Government  may  be  considered  to  have  been  drawn  on. 

It  is  proper  to  state  that  all  the  receipt>  from  Loans  uiid  from  other  sources,  go  into  the 
ordinary  cas''  balances  in  the  hands  of  the  bankers  and  fiscal  agents  of  the  Dominion,  out 
of  which  nil  calls  are  met,  and  it  cannot  therefore  be  said,  in  strictness,  that  any  portion  of 
such  balances  has  been  specifically  used  for  one  purpose  or  another. 

In  former  statements  it  has  been  assumed  that  the  Intercolonial  money  would  be  available 
for  the  payment  of  a  certain  part  of  the  debt  since  redeemed  without  reducing;  the  ordinary 
bank  balances  at  all.  In  the  statement  now  transmitted  to  your  Excrllency,  the  Inter- 
colonial payments  are  included  in  the  bank  balances,  and  these  balances  are  regarded  an 
available  for  the  Intercolonial  Fund  so  guaranteed. 

Keeping  this  explanation  in  view.,  it  will  be  perceived,  that  after  dedneting  the  expendi- 
ture on  the  road  since  Confederation,  the  Iirini  Bonds  and  oilier  investments,  and  the  cash 
balances,  at  no  time  since  the  Loan  was  eontracted  has  the  amount  raised  ol,  the  Imperial 
guarantee  been  really  drawn  upon  ;  and  it  was  <,:ily  during  the  first  lew  weeks,  when  the 
proceeds  of  th'i  Loan,  as  paid  in  to  the  fise  '  agents  more  than  covered  tlie  amount  by  which 
they  were  in  advance  to  Canada,  and  liclur^'  the  instrui'tions  for  other  investments  could  be 
cani'>d  r  _,^  tliat  this  has  even  apparently  been  the  case. 

If,  ai  for'nerly  stated,  certain  redemptions  of  the  Public  Debt  were  considered  as  being 
made  ont  of  a  portion  of  the  Int'-tcolonial  payments,  the  Bunk  hrd.inees  liecame  corres- 
pondingly larger  than  if  these  redemptions  had  been  met  out  of  ordinary  funds.  But  if  a 
close  examination  is  nadc  into  the  state  of  tiie  bunking  aecounts,  the  very  important  liict  is 
disclosed  that  the  ordii>ary  Hank  •lalanccs,  wliiliy  iriespcetive  of  that  p'lrtion  of  the  Interco- 
lonial money  raised  on  tiie  Imperial  gnarantce,  have  at  every  date  (except  during  a  portion 
of  the  qimrterending  30th  September  iHtlB,  when  there  was  a  small  dillerence  of  ;):j!t,oil() 
dollars,  or  tW,fl57/.  sterling)  been  morf  than  niliyuntf  t>  meet  the  rniemplloiis  anil  all  other 
payments  whatever,  irithont  usin<j  one  shillimj  of  the  juarantced  /ntenolonial  money.  In  other 
words,  the  CJovernnient  have  always,  excf|)t  at  that  one  date,  and  by  that  limited  sum,  had  at 
call  in  their  blinker's  hands  more  ihan  the  :iinr)iiiitof  theloan  raisi'd  on  iIk;  Imperial  guarantee; 
and  it  may  be  literally  siid  that,  except  .'s  to  the  sum  of  ti'»,(ir,7/.  sterling,  no  part  of  the 
guaranteed  loan  has  evei  been  used.  I'hai  sum  was  almost  immediately  replaced  by  further 
incomings  of  orciiriury  revenue. 

It  is  truf.  that,  in  this  view,  the  possession  of  the  Intercolonial  money  permitted  the 
Government  to  allow  their  hank  lialaiK  cs  toriin  lower  than  they  woulj  otherwise  have,  done, 
but  it  IS  equally  true  that  the  bank  credits  at  the  ilisposal  of  the  Ooveriunent  were  more 
than  iiniple  to  have;  met  any  possible  demand  without  relying  on  the  Intercolonial  money 
even  as  an  available  reserve. 

The  annexed  Statement  (No.  U),  prepared  by  the  Auditor,  the  Deputy  Inspector  General, 
and  the  Deputy  Receiver  General,  shows  that  in  tlie  quarter  ending  .3()tli  September  11108, 
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the  payment,  on  ilic  ;^nuranteed  Intercolonial  Loan,  after  deducting  a  portion  only  of  tha 
expenuitiu'c  on  the  work,  amounted  to  .-..--    ^•2,027,773 

while  the  funds  on  h.'iid  were         ...----       2,588,059 
In  the  (jUiiitcr  ended  31st  December  lilU8,  '.he  payments  had  amounted 

to- 6,408,523 

while  the  f-.iids  on  hand  and  invested,  were      .....    5,4li7,(i88 
In  the  quartet'  ending  3tst  March  18(iU,  the  payments  had  amounted 

to-        -        .•         -        - 6,488,165 

while  the  funds  on  hand  were  .......    6,»72.881 

And  up  to  the  Ktth  June  iiL<tant,  the  payments  have  been         -        -    7,3<i3,054 
wliik'  the  funds  on  hand  were  .......    g,032,055 

whereof  2,000,000  dollars  will  Se  rfi|uired  for  the  payment  of  interest  at  an  early  day. 

From  this  olhciid  statement  it  is  iheiefore  manifest,  and  your  Excellency's  Advisers  deem 
it  tlieir  duty  to  re-iilKnn,  that  the  pQssihl>>  measures  contemplated  in  the  Minute  ul  August 
last,  were  pr.>mpti'd  not  with  the  object  of  orovidin:;  for  any  temporary  necessities  of 
Canada,  but  solely  as  a  means  of  avoiding  the  loss  of  interest  which  would  otherwise  have 
arisen.  Ample  arrangements  hud  been  made  previous  to  floating  ihe  Loan  for  meeting  the 
accruing  engagements  of  Canada.  These  arrangements  vi'ere  actually  countermanded,  the 
maturity  of  other  loans  was  anticipated,  and  payments  made  in  advance,  when  the  possible 
expediency  of  finding  employment  for  a  portion  of  the  Intercolonial  instalments  forced 
itself  upon  the  consideration  of  the  Canadian  Government. 

As  lo  the  means  ]jroMded  for  making  such  portion  of  the  Loan  as  might  have  been  or 
may  be  used,  instantly  available,  it  is  perhaps  even  less  necessary  again  to  enumerate  them 
in  view  of  the  facts  disclosed  in  the  reports  of  the  Audito;*  General  and  the  Deputy  Receiver 
General. 

The  work  of  ihe  Intercolonial  Railway  is  admitted  to  be  one  for  the  benefit  of  the  empire 
at  hirgc,  as  well  us  of  Canada,  and  it  is  certain  that  for  many  years  it  will  be  a  heavy  charge 
on  the  Canadian  Treasury. 

The  Government  of  Canada  btlieve  they  would  have  been  greatly  wanting  in  theif  duty 
had  tiit'y  not  soujiht  to  avail  themselves  of  every  proper  means  ol  making  the  burden,  in 
the  Wily  of  interest,  as  light  to  the  Dominion  as  possibleduring  the  progress  of  construction, 
espevially  at  the  present  moment,  when  ihe  consolidation  of  Britisii  inieresis  in  North 
America  by  the  union  of  new  [irovinces  and  the  ncquisiiion  and  government  of  new 
territories  create  an  exceptional  strain  on  the  resources  ot  tiie  comitry.  Had  they  wantonly 
allowed  the  money  to  remain  unemployed  without  making  an  etiurt  to  invest  it  temporarily 
on  the  conditions  of  peiftct  security  and  instant  convertibility,  or  declined  to  consider  it  as 
an  avril.iblc  reserve,  they  believe  they  would  have  exposed  themselves  to  the  just  censure 
of  the  Parliuiuent,  to  wliic'h  alone  they  are  responsible  for  the  management  and  prosecn. 
tion  of  the  work,  and  to  which  they  must  look  for  the  means  of  meeting  the  Loan  ;  and  tliey 
cannot  believe  that  it  either  was,  or  is  the  deliberate  wish  of  tlie  Imperial  Government  to 
have  subjected  them  to  any  sucli  loss. 

As  the  matter  now  stands,  it  has  been  shcwi>  above  that  the  Government  has  at  all  times 
had  available  cash  to  the  lull  extent  of  the  uninvested  portiim  of  the  proceeds  of  the  Loan; 
but  a  very  considerable  reserve  must  always  be  kept  in  the  hands  of  the  bankers  in  Canada, 
and  agents  in  London  ;  and  if  instead  of  placing  all  the  moneys  received  in  one  account, 
a  se|>arute  account  had  been  kept  of  the  proceeds  of  the  Intercolonial  Loan,  the  eft'ect  would 
have  been,  thai,  to  this  extent,  the  Dominion  would  have  been  paying  the  agents  five  per 
cent,  on  their  advances,  whilst  they  were  allowini;  one  per  cent,  on  the  special  deposit. 
There  would  have  been  a  similar  Ioks  .-,t  ir'^Tiest  with  the  bankers  in  Can.ida ;  a  loss  which 
the  Government  did  not  feel  itself  justified  in  incurring  for  the  sake  of  a  nominal  separation 
of  the  accounts. 

No  otlM;r  investment  is  either  so  available  at  a  like  rate  of  interest  as  the  securities  of 
Canada,  nor  is  there  any  in  which  the  Government  of  Canada  felt  it  conld  with  such  entire 
conlidunce  place  a  portion  of  the  surplus  funds  at  its  dis|iosal.  For  every  fartliinu  not 
otherwise  invested,  Exciieqiier  Bills  were  delivered  to  the  Receiver  General,  and  held  by 
him  specially  for  the  Intercolonial  Fn  id  under  an  Order  of  Council.  The  Exchequer  Bills 
were  held  in  case  the  other  iheans  irovided  should  by  any  possibility  be  inadeqnati',  over 
and  above  the  cash  balances  in  the  i.ands  of  our  hankers  and  liscal  agents,  which  were 
always  available  to  the  full  extent  of  the  Loan.  They  are  receivable  in  payment  of  duties  of 
customs  and  excise,  amounting  to  about  12,000,000  dollars  per  annum,  and  it  is,  therefore, 
beyond  all  question  that  the  amount  would  be  forthcoming,  even  from  that  suurci-  alone,  to 
raeei  any  sums  needed  to  replace  the  Intercolonial  Loan.  In  truth,  the  entire  revenues  of 
the  Domi'Mon  were  pledged  by  anticipation  to  meet  any  part  of  the  Intercolonial  Loan 
which  might  be  temporarily  used. 

Your  ICxcelleuey's  Advisers  think  they  may  not  unreasonably  suggest  whether  tin;  soli- 
citude evincoil  by  Her  .Majesty's  Government  respecting  the  custody  of  the  nioiiev  may 
not  have  Its  origin  in  the  extreme  (jrecautions  taken  by  the  Canadian  Goveniuieiit,  and  in 
the  arrangements  they  made  to  provide  for  a  inncli  larger  amount  ul  that  Loan  than  it  has 
been  in  their  power  to  invest,  with  a  due  rei;ard  to  the  conditions  of  perfect  set^uritv  and 
immediate  convertibility. 

They  now  challenge  the  fullest  invesligition  into  the  sudicieiicy  of  the  provision  they 
have  made  lor  the  instant  availability  of  the  moneys  to  the  I'reasury,  for  the  purjiose  uf 
being  expended  on  the  works. 

While  your  Excellency's  Advisers  thus  assert  the  right,  and  believe  it  to  have  been  their 
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nnquertiomble  duty  to  h«vr  dralt  with  the  funds  in  tlie  mnnner  they  have  done,  end  to  e 
much  |;reeter  extent  than  it  has  been  practicable  for  them  to  do,  they  would  be  unwillini; 
that  any  JMue  of  an  unsatisfactory  nature  ^hollld  arise  between  them  and  Her  Mnjesty's 
Government. 

If  the  right  of  coiitrollin<r  the  funds  liad  been  n^>erted  by  Her  Majesty's  Government 
before  the  Ijoan  was  issued,  your  Kxcellency's  Advig*:rs  have  already  indicated  what  their 
duty  would  hove  been;  but  now  that  the  securities  have  been  actually  issued,  and  that 
obligations  of  good  fuith  on  the  part  of  both  Governments  hb  to  this  instalment  of  the  Loan 
make  the  issue  irrevociible,  and  when  the  amount  cannot  be  returnt'd  to  the  public,  grave 
difficulties  arise,  and  they  will  await  the  judgment  of  Her  Majesty's  Government  on  the 
facts  now  communicaied  to  timni,  before  submitting  any  recoinmendation  to  your  Excellency 
on  the  subject. 

Meanwhile  they  cannot,  with  a  proper  regard  to  the  responsibilities  of  their  position, 
recede  from  the  assertion  of  what  they  believe  to  he  their  undoubted  right  and  nounden 
duty,  of  continuing  to  control  und  manage  the  Loan  to  the  exclusion  of  all  other  autliority, 
however  much  they  may  regret  that  the  necessity  of  making  such  an  assertion  is  ni>w  for 
the  time  lorced  upon  them. 

In  conclusion,  your  Excellency's  Advisers  feel  that  ii  is  no  light  thing  at  the  outset  of  the 
new  career  on  which  Canada  is  entering,  that  any  Kuspicion  should  attach  to  its  reputation 
ibi  financiul  integrity  und  upright  deulmg;  and  ihey  cannot  but  express  their  deep  regret, 
that  in  a  matter  wliich  in  their  judgment  admits  of  no  possible  question,  und  of  which  they 
beheve  ■  either  the  tight  nor  propriety  is  open  to  ('oiitroversy,  expression!!  should  have  been 
publicly  used,  havinu  a  tendi-nuy  to  throw  doubt  on  the  scrupulous  exactitude  of  the  Govern- 
ment in  its  financial  dealings. 

They  do  not  doubt  that,  on  due  consideration,  Her  Majesty's  Government  will  frankly 
recognise  that  Canada  has  the  undoubted  right  to  control  fliid  manage  the  lund  in  question; 
that  considitriitioiis  of  whut  is  due  to  her  <iwn  honour,  and  the  trust  under  tvliicli  that  fund 
was  receivi'd,  must  alone  guide  her;  that  no  airan<>ements  have  been  made  nr  proposed 
with  reference  to  it,  which  are  open  ev»n  to  criticism ;  and  that  (he  opinions  expressed  and 
instructions  given  to  your  Excellency  under  a  misconception  ol  the  facts  will  be  recalled. 

(signed)         fFm.  H.  Lee, 

Clerk  of  Privy  Council. 


Statbmbnt,  No.  l— Of  the  Intercolonial  Railway  Account 

Thb  proceeds  of  the  International  Loan  w<  nt  into  the  Generul  Cash  Balances  in  the  hands 
of  the  financial  agents  in  London  and  in  Canada;  but  by  Order  in  Council  a  special  account 
was  to  be  kept,  without  distinguishing  the  proceeds  of  the  1,600,000/.  of  the  Guaranteed 
Loan  from  the  &00,000  /.  raised  for  the  sam<!  purpose  on  the  sole  securitv  of  Ciinnda.  The 
account  was  to  i>e  credited  with  the  proceeds  of  the  loan  as  received,  and  debited  with  the 
chargCH  incidental  to  the  negotiation,  'iiid  with  the  expenditure  on  the  works.  Certain 
securities  were  lo  be  held  as  an  investment,  and  certain  special  receipts,  apart  from  ordinary 
revenue,  viz.,  the  ileposits  in  Government  Snvings  Banks,  the  deposits  under  the  liiw  by 
Insurance  Companies,  and  the  repuyuients  of  the  original  loan  to  the  Great  Western  Railway 
Company,  were  to  be  further  invested  as  they  came  in.  Any  balance  of  the  special  account 
not  covered  by  such  investments  was  to  be  invested  in  Exchequer  Bills,  liearin&r  five  per 
cent,  interest,  and  receivable  lor  nil  public  dues.  A  statement  is  made  out  monthly  of  the 
account,  including  Interest  accrued,  and  the  isivesttnent  lo  Exchequer  Bills  is  revised  monthly, 
either  by  the  cancelling  of  those  already  issued ,  or  by  a  i'urther  i^sue,  as  the  state  of  the 
account  may  require. 

The  Intercolonial  Loan  Account  and  the  correspimding  investment  stood  as  fillows  on 
1st  June  1860,  since  which  date  instructions  have  leen  sent  to  the  financial  agents  in 
London  to  purchase  a  fiirtlier  amount  of  00,000/.  of  Cinadiun  securities;  and  a  further 
investment  of  500,0ii0  (ii<llars  has  been  made  by  special  'Jeposit  in  the  Bank  of  Montreal 
at  tour  per  cent.  On  the  1st  July  the  Exchequer  Bills  will  be  reduced  by  a  similar 
amount. 

Intb«colonial  Railway  Account. 


Dr. 


To  charges  of  negotiating  Loan 
To  expenditure  on  works    - 
To  investments,  India  Bonds 


To  investments,  Canadian  securities  purchased  in  London 
Less— appli'il  to  Sinking  Fund  • 

To  i;  '^stmentt,  Canadian  securities  purchased  in  Canada 
To  invested  with  Bank  of  Montreal      .         -         .         . 
To  Balance  invested  in  Exchc(|ucr  Bills       ... 


Doh. 

■J43,:)33 

30,<iU0 


cti. 
33 
00 


Total 


Dots. 


Doh.  tti. 

l6H,a58  04 

■J-iU,08l  84 

OH  1,333  83 


300,833  33 

a;,  1 00  67 

l,")()o,ijno  00 

7,027,010  18 


I0,48I,0B3      IR 
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Cr. 


By  Loan  ot  2,000,000  /.  sterling  - 
By  premium  .... 
By  mterett  tcorued  on  investment 


Holt.  cU. 

0,788,383  84 

546,078  22 

161,676  62 


Totd 


BoU. 


10,481,983     18 


Statement,  No.  2— Of  the  Canadian  Debt  redeemed  since  Ist  July  1869,  and  of  the 
Proceeds  of  other  Loans  and  Special  Deposits  available  for  that  purpose. 

As  the  whole  proceeds  of  this  Loan  went  into  the  general  cash  balances,  no  portion  of  it 
can  be  said  to  have  been  specifically  applied  to  any  particular  purpose  ;  but  the  tbllowiug 
statement  will  show  what  changes  have  been  made  in  the  debentures  r  ad  floating  debt  of 
the  Dominion  since  1st  July  1 868,  leaving  out  of  account  the  proceeds  of  the  Guaranteed 
Loan. 


Imperial  Guaranteed  Loan  redeemed   - 

7  per  cent.  Debentures  redeemed 

Other  redemptions     ..... 

Balances  due  Messrs.  Glyn,  Mills  &  Co.,  repaid 

Ditto      -      ditto     Barings       .      ditto 
Special  advances,  Bank  of  Montreal,     ditto 


Total- 


.  DoU. 


\  of  net  proceids  of  Intercolonial  Loan,   being  the  proportion  of  Canada 
Debentures  not  guaranteed  -.......- 

Deposits  of  Insurance  Companies        ........ 

Savings  Banks  deposits       .......... 

Provincial  Notes  issued,  less  -36  per  cent,  as  a  specie  reserve  .... 


Total 


BoU. 


BoU. 
681,883 
873,200 
119,700 
284,488 
1,077,818 
2,600,000 


cU. 
32 
00 
00 
36 
33 
00 


5,630,638  01 


2,527,012  13 

1,814,006  22 

648,559  22 

534,000  00 


6,525,676  57 


Statement,  No.  3 — Of  the  Proceeds  of  the  Guaranteed  Intercolonial  Loan,  and  of  the 
application  of  it  at  the  end  of  each  quarter,  and  at  the  present  date. 


Net  proceeds  of  Loan  to  30  September          .        .                . 

»                m 

Boh. 

2,688,058 

els. 
07 

Bob. 
3,970,473 

cts. 
09 

/as  proceeds  of  Guarantee  Loan 

:  expenditure  on  Works  to  date  since  Confederation 

2,977,854 
60,081 

82 
04 

2,927,773 

18 

Cash  Balance  availnble  in  Canada,  90  September 

3,454,3b. 

Net  proceeds  of  Lo,»n,  from  30  September  to  31  December  - 

Boh. 

2,607,810 
2,038,037 

051,833 

ctl. 
83 
95 

33 

14 

2  as  proceeds  of  Guarantee  Loan 

Balance  from  latt  Quarter 

2,690,760 
2,927,773 

61 

18 

Expenditure  on  Works  during  Quarter        .        •        ,        . 

6,518,523 
50,000 

70 
00 

6,468,623 

79 

Cash  Balances  available  in  Canada,  31  December 

In  Financial  Agents'  hands  in  London       .... 

Investments  in  London  in  advance  for      BoU.       cts. 

Sinking  Fund  -        -     243,833     33 

Ditto    -      Canada        ...       27,160    67 

•    Ditto    .      India  Bonds        .        .     081,333    33 

' 

Total  Available    -    -    .  BoU. 

5,407,088 

11 
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Net  prooecdi  of  Loan  from  81  December  to  81  March 

tM  proceeds  GuaraiiCeed  Loan   .        •        • 
•lance  from  lost  Quarter   .        .        •        - 

Eip«nditure  on  Work*  fluring  Quarter 


Caih  Balanoea  available  in  Canada,  31  March 
In  Financial  Agenti'  hands,  London 


Invaetmrnt*,  as  above  -        -        - 
Special  deposit,  Bank  of  Montreal 


Net  proceeds  of  Loan,  from  81  March  to  10  June 


Dob. 

et$. 

)h  -     -     - 

<i,484,!)9a 

89 

■              •              • 

2,'J86,124 

74 

Doh.     ctt. 

■      931,888     33 

1,600,000     00 

3,4^1.883 

88 

Doh. 

0,072,881 

89 

Dob.       cU. 
1,4«0,18»     17 


1,090,841     88 
0,468,628     79 


6,608,106     07 
80,000     00 


0,488,106     07 


as  proceeds  Guaranteed  Loan 
lalance  from  last  Quarter  • 


Expenditure  on  Works  to  date 


Dob. 


1,220,662     12 


916,468    09 
0,488,106     67 


7,403,664     76 
40,000     00 


7,368,064     70 


Cash  Balances  available  in  Canada,  10  June 

In  Financial  Agenta'  hands,  London  -        .        -        -  • 

Dob.  et». 

Investments  and  special  deposits,  as  above    •2,461,833  33 

Additional,  Bank  of  Montreal     •        •        -     600,000  00 


Dob.  eU. 
3,667,304  33 
3,022,828     29 


2,961,833     38 

Dob.     0,032,066     96 

Of  this  available  cash,  about  3,000,000  dollars  will  be  required  to  pay  the  July  interest,  leaving 
still  available  17,632,036  06. 

N.  B — The  eipenditure  on  works  only  represents  the  expenditure  by  the  Commissioners  since 
the  Union,  and  does  not  include  the  large  outlay  for  surveys  and  other  preliminary  work  pre- 
viously made.    No  payments  on  contracts  now  in  progress  will  be  made  till  after  let  July. 

(signed)         T.  D.  Haringlon, 

Deputy  Receiver  General. 
Ottawa,  16  June  ISOO.  H^m.  Dirkimon, 

Deputy  Inspector  General. 
John  Langton, 

Auditor. 


—  No.  3.— 


No.  3. 
Governor  General 
Sir  John  Young, 
Bart.,  O.C.B.,  t* 
Earl  G  ran vilIe,K.o. 
34  June  i86g. 

•  Page  4. 

t  Fi'rfe  Ho.  Com. 
Paper,  No.  371— I, 
of  i86p,  page  18. 


(No.  70) 


CoPt  of  a  DESPATCH  from  Governor  the  Right  Honourable  Sir  John  Young, 
Bart.,  G.r.B.,  to  The  Earl  Granville,  k.o. 

Government  House,  Ottawa,  24  June  1869. 
My  Lord,  (Received,  7  July  186U.) 

On  the  *20th  instant  I  briefly  acknowledged  your  Despatch  of  the  Ist  instant, 
adverting  to  the  Minute  approved  by  my  predecessor,  of  the  27tli  of  August 
la8t,t  and  making  inquiries  as  to  the  alleged  application  oi  money  raised  under 
the  Imperial  guarantee  for  tiie  construction  of  the  Intercolonial  Railway,  to  the 
purpose  of  defraying,  temporarily,  the  general  debts  of  the  Dominion. 

I  send  severdl  additional  copies  of  the  papers  which  I  enclosed,  viz., 
correspondence  respecting  the  Intercolonial  Railway  Loan,  and  Minutes  of 
Council,  of  dates  29th  May  and  18th  June.  These  documents  fumiab,  on  the 
part  of  the  Privy  Council  of  Canada,  replies  to  the  queries,  as  to  what  extent, 
and  in  what  way,  the  loan  has  been  employed  under  authority  of  the  Minute  of 
the  27th  of  August  of  last  year,  and  contain  the  observations  which  Mr.  Rose 

and 

•  This  is  printed  as  Unciusurc  to  Governor's  Dcsjjutcli,  No.  ^(J,  of  tho  30th  .May  iBfiy,  page  1. 
f  This  is  printed  as  Enclosure  to  Governor's  IJespatrb,  No,  67,  of  3oth  Juno  1869,  page  j. 
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II 


Dob.       ett. 
I>4«e,l8»     17 


l>099,64l      88 
6,408,S38     79 


6,se8,100     67 
80,U00     00 

8,488,166     67 


1,280,682 

13 

015,480 
e,488,166 

09 
67 

7,403,684 
40/)00 

70 

00 

7,368,664 

70 

and  his  colleagues  unite  in  offering  a8  the  explanation  of  the  course  they  have 
pursued. 

In  compliance  with  your  Lordship's  wish  to  team  from  me  to  what  extent, 
and  in  what  way,  the  loan  has  been  employed  under  the  Minute  of  the  27th  of 
August,  I  can  only  say  that  the  statements,  1  and  2,  appended  to  the  Minute 
of  the  18th  instant,  are  derived  from  distinct  and  independent  sources,  and 
seem  to  furnish  the  required  information. 

Statemont  No.  1  shows  in  what  way  the  total  (guaranteed  and  unguaranteed) 
Intercolonial  Loan  has  been  invested ;  and  it  will  be  seen  that  in  addition 
to  the  special  securities  set  apart  by  the  Order  in  Council  of  August  last, 
Exchequer  Bills,  amounting  to  7,627,900  dollars,  are  held  for  account  of  the 
total  loan. 

These  Exchequer  Bills,  of  which  I  enclose  a  form,  bein^  receivable  in  payment 
of  all  public  dues,  would  seem  to  form  a  security  of  as  high  a  character  as  it.  is 
possible  to  procure,  and  to  be  readily  convertible  into  cash,  irrespective  of  any 
reliance  on  the  Bank  Credits. 

As  to  the  extent  of  the  application  of  the  guaranteed  Loan  for  the  purpose  of 
defraying  the  general  debts  of  the  Dominion,  it  appears,  by  Statement  2,  that 
the  receipts  of  the  Dominion  from  other  sources  (and  wholly  irrespective  uf  its 
ordinary  revenues)  have  been  sufficient  to  defray  all  these  debts,  without  relying 
on  the  guaranteed  portion  of  the  loan  at  all  (except  by  about  2,000/.  sterling); 
and  against  tliis  2,000/.,  besides  the  onlinary  cash  balances  in  hiind,  a  credit  of 
260,000/.  was  iit  any  moment  available  in  London,  and  twice  as  mueh  more  in 
Montreal. 

I  have,  &c. 
(signed)         John  Young. 


!y  interest,  leaving 

Himissioners  since 
ninary  work  pre- 
iBtJuljr. 

ieiver  General. 
|>ector  General. 


Enclosure  in  No.  3. 
CORRESPONDENCE  respecting  the   Intebcolonial  Railway   Loan,  &c 
(Lud  before  Parliament  by  Command  of  His  Excellency  the  Governor  General.) 


This  Correspondence  will  be  found  printed  in  House  of  Commons  Paper, 
No.  272—1.  of  1869. 


Enel.  in  No.  3. 


John  Young, 

lune  1869. 

e  1  St  instant, 
;h  of  August 
raised  under 
lilway,  to  the 
ion. 

iclosed,  viz., 
Minutes  of 
nish,  on  the 
what  extent, 
le  Minute  of 
ch  Mr,  Rose 
and 

iSfiy,  page  1. 
'9,  P«ge  5. 


(No.  112.) 


—  No    4.  - 


Copy  of  DESPATCH  from  Governor  the  Right  Honourable  Sir  John  Youny, 
Bart.,  O.C.B.,  to  The  Earl  Granville,  k.o. 

Government  House,  Ottawa,  Canada, 
28  October  1869. 
(llcceived,  11  November  1860.) 
My  Lord,  (Answered,  No.  S16,  30  November  1860,  p.  33.) 

With  reference  to  previous  correspondence  I  have  the  honour  to  transmit  ti 
copy  of  a  Minute  of  the  Privy  Council  on  the  subject  of  the  Intercolonial  Rail- 
way Loan. 

I  have,  &c. 
(signed)        John  Young. 


No.  4. 
Governor  Sir  J. 
YounfT,  Bt.,  O.C.B., 
to  Earl  Oranville, 
K.o. 
38  Oatober  I869. 
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End.  in  No.  4.  Enclosure  in  No.  4. 

MiNCTB  of  the  Treaaury  Board  ol'  the  11th  Augu«t  1869,  on  the  Intercolonial 
Railway  Loan,  and  the  Minute  uf  the  Hoiiuuiable  the  Frivy  Cuuiicii  tliereun,  of 
12th  August  1869. 

Copt  of  a  Minute  of  the  Honourable  the  Privy  Council,  adopted  in  Committee  on  the 

12th  August  IBUU. 

The  Committee  of  Council  have  given  their  tittentive  consideration  to  the  annexed 
Memorandum,  dated  llth  August  insiani,  from  the  Honourable  the  Board  of  Treasury  to 
whom  was  referred  the  Despatch  ol  the  Right  Honourable  Her  Majesty's  Secretiiry  of 
State  for  the  Color'  -<,  N<>.  120,  dated  8th  July  1869,  communicaling  to  your  Excellency 
the  opinion  of  the  i.aw  Officers  of  the  Crown  m  England,  and  the  views  of  Her  Majesty's 
Government  on  the  suliject  of  the  temporary  investment  of  a  portion  of  the  moneys  raised 
under  the  Imperial  Guarantee  for  the  construction  of  the  Intercolonial  Railway. 

The  Committee  entirely  concur  in  the  opinion  expressed  by  the  Treasury  fioard  in  their 
snid  Memoranilum,  and  advise  that  a  copy  of  that  Memorundum  and  of  the  present  Report 
be  transmitted  by  your  Excellency  to  Earl  Granville,  as  embodying  the  views  entertained 
by  the  Canadian  Government  on  the  important  subject  to  which  tlicy  refer. 


Minute  of  the  Treasury  Board,  adopted  llth  August  1809. 

Mav  it  please  your  Excellency, 

The  Treasury  Board  have  had  under  ronsideratinn  the  Despatch  of  Earl  Granville  of  the 
8th  July  1869,  on  the  subject  of  the  Intrrcolonial  Railway  Loan,  transmitted  to  the  Privy 
Council  by  his  Excellency  the  Governor  General,  and  referred  to  the  Board  (lor  its  consider- 
ation and  leport.  The  Board  have  to  express  their  satisfaction  at  the  declaration  nf  his 
Lordship,  that  it  was  nut  the  intention  of  Her  Maje'ty's  Goveriiinent  to  call  In  question  the 
financial  intesrity  and  upright  dealing  of  the  Dominion  of  Canada  with  reference  to  the  em- 
{iloyment  of  tho^e  moneys. 

His  Lordship  transmits  copies  of  two  opinions  of  the  Law  Officers  of  the  Crown  whicli, 
in  his  judgment,  lead  to  the  conclusion  that  the  Canada  Loan  Aet  of  the  Imperial  Parlia- 
ment, in  using  tlic  word  "appropriate,"  required  that  the  money  should  be  kept  or  invested 
as  H  distint-t  fund  applicable  to  the  c^mstruction  of  the  road,  and  t'>  no  other  purpose. 

The  conclusion  ariived  at  by  the  Law  Officers  wouW.  appear  to  be  threefold  : 

1st.  That  it  was  not  the  intention  of  the  Imperial  Act  that  the  money  should  be  invested 
at  all,  but  thai  it  should  be  set  apart  or  appropriated. 

2nd.  That  the  only  sort  of  investment  within  its  provisions  would  be  one,  the  rate  of 
which  does'not  fluctuate,  but  uhich  is  convertil<lc  at  any  moment  without  loss. 

'3vd.  That  the  temporary  opplication  of  a  portion  of  the  loan  to  the  redemption  of  the 
debt  of  Canada  (in  other  words,  the  acquisition  of  Canadian  securities)  may  be  a  useful 
investment  hut  is  not  an  appropriation  ot  the  loan. 

The  Board  have  given  careful  attention  to  the  statements  of  the  law  officer.^,  and  have, 
in  the  first  place,  to  notice  that  it  would  appear  that  their  opinions  are  based  solely  on  the 
wording  of  the  Imperial  Act,  and  that  they  make  no  allusion  to  the  Act  of  the  Canadian 
Parliament,  31  Vict.  c.  13. 

'I  he  Board  would  observe  that  the  Imperial  Act  is  silent  as  to  the  investment  or  custody 
of  the  moneys  to  be  raised  under  the  guarantee.  It  provides  that  the  guarantee  shall  not 
be  given,  "unless  and  until"  an  Act  has  been  passed  by  the  Parliament  of  Canada,  pro- 
vidini:,  to  the  satisfaction  of  the  Commissioners  of  Her  Majesty's  Treasury,  for  the  "  raising, 
appropriation,  and  expenditure  "  of  the  loan. 

A  Canadian  Act  was  passed  making  provision  for  the  "  raising,  appropriation,  and  ex- 
penditure "  of  the  loan,  and  it  "  satisfied  "  the  Commissioners  of  Her  Majesty's  Treasury, 
r.s  is  evidenced  by  the  fact  that  the  guarantee  was  given. 

The  terms  of  the  Imperial  Act  are,  therefore,  coin|>lied  with  ;  that  Act  is  executed  ;  its 
force  is  spent,  and  it  a|)pears  to  the  Hoard  that  rercrenct'  must  now  be  had  to  the  Canadian 
.Act,  and  the  financial  system  which  obtains  in  Canada  for  direction  as  to  the  proper  custody 
and  disposition  of  the  money  raised. 

Her  Majesty's  Government  having  once  accepted  ihat  Act  as  sufficient,  the  Canadian 
Government  is  bound  by  its  terms,  and  it  is  its  duty,  temporarily,  to  administer  the  money 
in  the  same  way  as  other  moneys  at  its  ilisiiosal,  having  due  regard  to  its  ultimate  ex- 
penditure on  the  work. 

The  Canadian  Act  rontemjilated  the  ordinary  action  of  the  constitutional  power  of  Par- 
liament to  lie  from  time  to  time  exercised  in  iijipropriating  the  jiublic  mon«y  under  its 
control.  The  construction  of  the  railway;  the  contracts  and  jmyinents  were  lelt  to  the 
control,  and   are   within  the  jurisdictiun  of  the  Canadian   Parliament,  without  any  other 
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limit  or  restiiciion  on  the  part  of  the  Imperial  Government  than  the  general  power  of  the 
Crown  to  disallow  ite  Acts.  It  is  not  contended  that  the  Act  of  the  Canadian  Parliament 
has  not  been  complied  with  by  the  Governnient  in  dealing  with  the  loan,  or  that  the  ordi- 
naiy  mode  of  adininisterin);  trust  moneys  by  ihat  Government  has  been  departed  from. 

The  Board  do  not  think  it  necessary,  in  discussim.'  an  objection  which  m  now  limited  to 
a  ])nint  of  technical  construction,  lo  dwell  further  on  this  view,  which  appear.t  to  them  so 
well  founded,  that  the  measure  of  discretion  which  the  Ooverniiient  may  exercise  in  the 
niann^tment  of  the  fund,  is  to  be  looked  for  in  the  terms  of  the  Canadian,  and  not  of  the 
Inipiriul  Act  of  Parliumeni. 

'file  Board  deem  it  respectful,  however,  briefly  lo  advert,  teriatim,  to  the  three  points 
thiy  have  noted  us  embraced  in  the  opinions  which  accompanied  Earl  Granville's  Despatch. 

First.  That  there  should  be  an  appropriation  in  specie  kept  distinct  and  apart. 

If  this  view  is  the  true  one  it  would  tippear  to  be  equally  objectionable  to  place  the 
money  for  safe  keeping  into  tiie  lianils  of  the  agenU  of  the  Government,  or  to  deposit  it  in 
any  bank  whatever.  It  would  merge,  in  either  case,  into  the  genernl  mass  of  deposits  ; 
would  nut  be  "set  aside  "  or  •'  kept  upart,"  but  would  be  invested  by  them,  on  their  discre- 
tion and  lesponsibility,  with  Ltlier  moneys  in  their  hands.  The  merging  of  the  loan  by 
the  Government  wiih  the  other  moneys  in  its  hands,  cannot  surely  be  more  objectionable 
than  ihe  merging  of  it  with  the  ordiimry  money  of  any  bank  into  which  it  might  be  placed. 
The  only  mode  of  complying  literally  with  the  Act,  as  sought  to  be  cimstrued  by  the  law 
officers,  would  appear  to  be  to  place  uway  the  identical  money  received  from  the  lenders 
ill  packages,  to  keep  these  physicully  separate  during  the  entire  period  of  construction, 
and  to  pay  away  the  same  money  to  the  persons  employed  in  the  prosecution  of  the  work. 
Anything  Kss  would  fail  10  curry  out,  literally,  the  view  of  the  law  officers  as  to  the  com- 
plete setting  aside  and  separation  of  the  loan  from  other  moneys,  which  is,  in  their  opinion, 
implied  by  the  word  appropriate. 

It  can  hardly  be  supposed,  however,  thiit  the  Imperial  Parliament  had  any  such  opera- 
tion in  view.  If  it  had  not,  then  the  ket'pin<;  of  distinct  accounts,  and  the  expenditure, 
with  due  promptitude  of  an  equal  amount  to  that  raised,  on  the  road,  would  seem  to  be  a 
siitisfactory  iind  rational  compliance  with  the  provisions  of  the  Act. 

'llio  public  revenue  is  the  produce  of  loans  and  taxes,  and  is  not  distinguishable  in 
respect  of  its  origin.  That  revenue  or  fund  has  been  increased  by  the  amount  of  the 
railway  loan  ;  the  construction  of  the  work  is  being  proceeded  with.  Parliament  haH 
authorised  the  "  payment"  of  the  requisite  amount  out  of  that  general  fund  to  meet  the 
outlay. 

The  Board  cannot  regard  the  appropriation  by  Parliament  as  a  direction  to  deal  with  it 
in  specie,  but  only  as  an  nuthoiity  to  tnc  proper  offi^'er  to  pay  out  of  the  general  fund  for 
the  specific  object  for  which  the  appropriation  is  made. 

Second. — But  the  Law  Officers  would  appear  to  admit  that  there  may  be  some  sort  of  an 
investment  into  which  the  loan  could  properly  be  placed,  viz.,  one  "the  rate  of  which  does 
not  fluctuate,  and  which  is  convertible  at  any  moment  without  loss." 

If  this  be  granted,  it  is  a  sufficient  answer  to  say  that  the  Board  consider  the  securities 
which  have  been  set  apart  as  of  that  character. 

If,  in  the  realisation  of  these  securities,  there  would  be  any  loss,  that  loss  would  not  fall 
on  the  Intercolonial  Fund,  but  on  the  general  revenue  of  Canada. 

It  would  seem  as  if  the  Law  Officers  of  the  Crown  considered  that  any  loss  in  the  value  of 
the  securities  would  be  charged  to  the  Intercolonial  Fund,  and  diminish  it  by  so  much;  and 
that  the  Government  of  ('anada  was  not  under  the  obligation  of  making  the  loss  good. 

The  Board  cannot  take  so  restricted  a  view  of  the  responsibility  of  the  Canadian  Govern- 
ment. 

On  the  contrary,  they  believe  that  the  duty  of  managing  the  fund  devolved  on  them,  and 
thtU  it  carries  with  it  tlie  corresponding  obligation  of  making  it  i>ood  against  loss  and  dis- 
aster of  every  kind,  and  of  expending  the  total  sum  raised  on  the  work,  no  matter  what 
intermediate  diminution  from  failuies,  depreciation  or  other  losses,  may  take  place. 

The  Canadian  Government  know  that  the  securities  set  apart  are  convertible  at  any 
moment  before  the  money  is  required,  with  certainly  no  loss  whatever  to  the  fund,  and 
probably  no  loss  even  to  the  Government. 

Ifiird.— The  Law  Officers  consider  that  the  temporary  application  of  the  loan  to  the 
reduction  of  the  debt  of  Canada  is  not  an  appropriation  of  the  money. 

The  Boai-d  cannot  hut  take  exception  to  the  form  in  which  the  operation  is  made  to 
appear  by  the  expression  which  the  Law  Officers,  in  their  first  opinion,  maile  use  of,  viz., 
"  paying  off'  with  the  Railway  Loan  Canadian  Provincial  debts,"  inasmuch  as  there  was 
really  an  investment  in  the  Exchequer  Bills  of  the  Dominion  of  the  Intercolonial  money  to 
the  extent  to  which  it  was  applied  in  reduction  of  debt.  For  the  payment  of  these 
Exchequer  Bills  the  whole  revenues  of  the  Dominion  are  pledged  by  anticipation. 

The  Law  Officers  admit  that  the  money  may  he  invested  in  some  form,  and  that  there 
may  be  a  class  of  investment  within  the  provisions  of  the  Imperial  Act.  They  add,  that 
the  securities  of  the  Government  of  Canada  may  be  a  useful  investment  of  the  money  raised, 
but  do  nut  seem  to  be  an  appropriation  of  it. 

If  it  be  admitted  that  the  loan  may  lawfully  be  invested  at  all,  and  that  securities,  which 
are  immediately  convertible  and  not  of  a  fluctuating  nature,  would  be  an  investment  vyithiii 
the  provisions  of  the  Act,  the  only   other  question  would  seem  to  be,  who  is  to  judge 
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whether  those  conditioim  have  been  »«iUfi<(l.  Her  Miijei«ty'»  Ooveriimout,  or  tha  Govern- 
ment of  the  Dominion,  on  whom  the  revpontibiliiy  of  makiii|;  good  any  loaie»  that  may 
triie,  rest*  ? 

The  Board  fail  to  cce  why,  if  an  inveitmeiit  in  iiecuritiei  of  the  rhiiraoter  ileocribed  by 
the  Law  Officera  would  lie  within  the  jjrovidion*  of  the  Imiieriiil  Act,  iin  iiiyestmerit  in  the 
•ecuritiei  of  Canada,  which,  in  the  upiniun  ol  its  Oovi  rnnient  fulfil,  and  which  it  has  never 
been  alleged  do  not  fulfil,  the  coiiditiona  which  the  Law  Olficers  lay  down,  ahould  not  l)e 
equally  within  its  provitiiong. 

Earl  Granville,  in  the  conclusion  nf  his  Despatch,  expre>seii  the  hope,  that  the  Canadian 
Government,  even  if  they  do  not  concur  in  the  views  lie  Iihh  been  led  to  entnrtiiin,  will 
acquiesce  in  the  propriety  of  iivoidiiig  all  occasion  of  ravil,  by  placint;  the  money  in  the 
shape  of  a  distinct  fund  applicable  in  its  entirety,  and  iil  any  nunient,  to  the  object  lor 
which  it  i*  destined. 

The  Treusury  Oonrd,  while  sensible  (if  the  courteous  terms  in  whi<-h  his  Lirdsliip  ex- 
presnes  tliii  liope,  and  in  which  he  declares  his  lull  conviction  in  the  power  of  the  Canadian 
Government  to  replxce  at  any  time  the  sums  whi<'li  have  been  employed  by  it,  hi  lieve  that 
Her  Majesty's  Government  would  not  desire  to  su^^est  tlie  adoption  of  any  cnurse  which, 
on  due  cono'idcration,  might  be  shown  to  involve  an  abnegatinn,  on  the  part  <>f  die  Cana- 
dian Govt'rnment,  of  their  constitutional  resijonsibility,  or  which  would  inflict  unnecessarily 
a  heavy  loss  on  the  Canadian  Exchequer. 

The  Board  fail  to  see,  after  the  fullest  consideration  of  nil  the  argument!  th:it  have  been 
used,  that,  in  dealing  with  the  money,  Canada  has  exceeded  its  constitutional  right,  or  that 
the  Government  have  done  anything  which  was  not  their  liounden  duty  ;  and  they  equally 
fail  to  see  that  tliere  has  been  any  technical  departure  from  the  wording  of  the  litw.  The 
case  hiiH  been  put  as  if  a  permanent  aii|ilieatioii  of  a  portion  of  the  loan  to  another  purpose 
had  taken  place,  or  been  contemplated,  instead  of,  as  is  the    fart,  thai  Canada  wished  to 

Crocure  some  temporary  return  for  moneys  which  she  could  not  at  the  time,  by  any  possi- 
ility,  employ  lor  the  purposes  nf  the  work;  and  wliich,  if  not  placed  on  security,  would 
have  been  unproductive,  ami  thereby  liiive  subjected  her  people  to  serious  loss.  The  ability 
of  Canada  to  replace  the  amount  at  any  moment  is  now  acknowledged  by  Her  Majesty  s 
Government;  the  mo^t  rapid  prosecution  of  the  work  cracticubli-  is  unquestioned,  but  it  is 
yet  asked  that  the  money  may  not  be  used  in  the  interval  at  all ;  th'it  it  may  be  set  aside 
and  kept  intact  without  any  regard  to  the  questions  of  productiveness;  that  this  loss  of 
inlercst  must  be  incurred,  althonnh  nn  opportunity  of  inventing  a  portion  productively  has 
offered,  a  d  although  the  character  of  the  investmi-nt  is  admittedly  und"ul)ti.-d  !  ! 

If,  at  the  tiiue  the  loan  was  <'oiitractt'd,  the  Government  of  Canada  tould  have  idaced  ihe 
amount  with  their  bankers  at  a  reasonable  raie  of  interest,  they  would  undoubtedly  liave 
done  so,  and  made  other  arrangements  respecting  the  maturing  debt,  fliey  were,  how- 
ever, compelled  to  avail  tlieiiiselves  of  the  only  safe  investment  which  offered,  their  own 
bonds,  which  they  were  about  issuing,  and  they  desoe  to  call  Lord  Granville's  attention 
to  the  fact  that  they  did,  by  Order  in  Council,  at  that  time  create  a  distinct  fund  for 
the  loan,  and  set  the  securities  in  which  that  fund  was  invested  aside,  to  be  applied 
when  realised  to  the  object  tor  which  the  loan  was  destined.  As  those  securities  inuture, 
or  can  be  advantageously  placed,  the  cash  will,  in  like  manner,  be  set  aside  us  u  distinct 
fund. 

While  ready  to  give  every  consideration  to  any  su<:gt8tion  on  the  part  of  Pier  Majesty's 
Government,  ihe  adoption  of  which  may  not  be  at  variance  with  the  duty  which  the  Govern- 
ment of  Canada  bt  lieve  is  imposed  upon  them  of  managing  this  fund,  subject  only  to  their 
constitutional  responsibility  towards  the  Parliament  and  people  of  Canada,  the  Board 
would  desire  to  call  his  Lordship's  attention  to  the  aspect  of  the  c;ise  which  is  now  pre- 
sented, and  to  the  fact  which  is  shown  in  the  previous  Minute  of  Council,  that  ever  >ince 
the  money  was  raised,  there  lias,  except  during  a  very  brief  interval  and  by  a  very  insignificant 
uniount,  been  a  larger  sum  on  call  at  their  bankers  than  the  total  amount  of  the  guaranteed 
loan.  They  would  also  remind  his  Loidship  that  the  Government  have  special  credits 
beyond  tliis,  amountiu::  to  7Su,00u/.  steiling,  which  are  practically  so  much  money  on  call 
with  their  bankers,  available  iit  any  moment  for  the  purposes  of  the  work,  while  securities 
of  the  most  undoubted  character,  on  which  tliey  coula  obtain  further  advances  or  dispose  of 
at  any  mc.ment,  have  been  set  apart  to  meet  the  drafts  on  ibis  loan. 

Tliey  would  lurther  call  his  attention  to  Statement  Number  I,  attached  to  the  Minutes  of 
Council  of  the  18th  of  June  last,  by  which  it  will  be  seen  that  a  special  account  is  kept  in 
the  books  ot  the  Canaxian  Treasury  for  this  loan.  The  Government  have  already  made 
full  provision  to  meet  the  outlay  on  the  work  to  the  extent  of  the  loan,  and  the  amount 
stands  in  the  books  of  the  Treasury  ns  a  separate  fund,  distinguished  from  the  accounts  for 
all  other  works.  They  cannot  but  believe  that  these  arranuenients  already  made  tullv  carry 
out  the  hope  expreiised  by  his  Lordship  that  the  amount  raised  should  be  placed  to  a 
distinct  fund,  available  at  aiiv  moment  to  tlie  object  for  which  it  is  destined. 

It  is  unnecessary  to  say  iW  it  has  been,  and  is,  the  anxious  wish  of  the  Canadian 
Goveinnient  to  fulfil  with  implicit  exactitude,  and  in  the  largest  sense,  both  the  letter  and 
the  spiiit  of  all  their  undertakings  towards  Her  Majesty's  Government,  connected  with  tiiis 
loan.  The  Board  arc  therefore  unwillinu  to  believe,  in  view  of  the  fuller  explanations  now 
given,  that  Earl  Granville  will  fail  to  recognise  in  the  measures  which  were  adopted  at  the 
outset  for  placing  this   fund   beyond    ilie  reach  of  any   possible  loss,  not  only  a  practical 
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evidence  of  this  deMra,  but  a  latinfactory  compliance  with  the  law.  They  feel  sMured  that 
hit  Lordihip  will  acknowledue  it  to  be  their  duty  to  i<uurd  the  public  Exchequer  of  Canada 
from  unneceatary  \»»,  und  that  he  wi.uld  not  urge  nny  courie  which  the  Canadian 
Government  might  conceive  to  conflict,  not  only  with  that  duty  but  with  the  conatitutional 
obligatioiia  they  owe  to  Parliament. 

Treasury  Board,  Ottawa,  II  August  1800. 
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Copy  of  DESPATCH  from  GoTemor  the  Right  Honourable  Sir  John  Young,  Governor  Sir  J. 


Bart.,  O.C.B.,  to  Tlie  Eurl  Oranville,  K.o. 

Government  House,  Ottawa,  Canada, 
30  October  1869. 
My  Lord,  (Received,  18  Novsmber  1860.) 

With  reference  to  previous  correspondence,  I  have  the  honour  to  transmit  to 
your  Lonbhip  a  copy  of  a  Minute  of  the  Privy  Cuuncil  of  Canada,  respecting 
the  investment  of  the  Intercolonial  Railway  money. 

I  have,  &c. 
(signed)        John  Young. 


Younfr,  Bt.,  o.o.a., 
to  Earl  Oranville. 
K.o. 
30  Ootober  l86g. 


EncloEure  in  No.  5. 


Copt  of  »  Report  of  a  Committee  of  the  Honourable  the  Privy  Council,  approved  by 
His  Excellency  the  Governor  General,  on  the  2nd  of  October  1869. 

The  Committee  have  had  under  considemtion  the  accompanying  Report,  dated  11th  Aucust 
isno,  from  the  Honourable  the  Mininter  of  Finance,  submittmg  certain  correspondence  nad 
by  liim  with  the  Bank  of  Montreal,  on  the  subject  of  the  balances  in  the  hands  of  that 
ingtituiion,  and  the  disposal  to  it  of,  or  the  advance  by  it  on,  the  bonds  of  the  Great 
Western  Railway  Company,  siikI  recommending  the  same  for  your  Excellency's  approval. 

The  Committee  respecfully  report  their  approval  of  the  arrangements  made  by  the 
Minister  of  Finance,  sis  stated  in  the  correspondence,  and  recommend  that  the  bonds  of  the 
Great  Western  Railway  Company  be  delivered  to  the  Bank  of  Montreal,  on  their  being 
obtained  from  that  company. 

(Certified)        Wm.  H.  Lee, 

Clerk,  Privy  Council. 


Tns  Minister  of  Finance  has  the  honour  to  bring  under  the  consideration  of  his  Excellency 
in  Council  the  correspondence  had  by  him  with  the  Bank  of  Montreal,  on  the  subject  of  the 
baiance&in  the  hands  of  that  institution,  and  the  disposal  to  it  of,  or  the  advance  by  it  <in, 
tlie  bonds  of  the  Great  Western  Railway  Company,  and  to  recommend  the  same  for  his 
Excellency's  approval. 

(signed)        John  Rose, 

Ottawa,  13  August  1089.  Minister  of  Finance. 
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Detr  Sir,  Otlawa,  6  Aiiguit  isas. 

RwiHBiNO  to  the  convrnntiont  wr  Imd  on  the  lubject  of  the  buliince*  at  the  credit  of 
the  Oovernnient  with  the  Bank  ol  MuntivHl,  on  which  ihc  Oovirnmeiit  deiired  to  obtain 
inlerent,  itnil  to  ihe  diflicully  under  whiih  the  bank  laboured  in  meeting  itt  withei,  owing  to 
the  large  amount  of  unemployed  money  at  itt  ditpo*al,  and  to  the  exiatine  arrangenicnti  ai 
to  the  uncertain  datei  of  withdrawal,  1  have  communicated  with  my  coIieagueH,  and  now 
•ubniit  a  memoiandum  of  the  arrongementi  which  the  Government  in  prepared  to  make. 

You  will  perceive  that  we  propose  to  embrace  in  thi«  plan  the  payment*  on  account  of 
the  Intercolonial  Railway  from  the  balanoea  we  have  in  hand,  and  on  account  of  whith  loan 
it  it  our  object  to  provide  lome  raturn. 

\Vhile  the  Government  iintici|iate  that  these  payment!  uill  extend  over  n  considerable 
period,  yet  they  cannot  guarantee  tliat  they  will  do  so ;  but  the  amount  must  be  considered 
at  the  disposal  of  the  Gnvcrnment  for  the  purpose  of  the  wuik,  whenever  leqnired;  and  you 
will  understand  that  thesi-  (mynitnts  may  involve  the  considerable  one  at  an  corly  day,  on 
account  of  the  purchase  of  the  Eastern  Lxtenoion  liailwny,  should  the  Government  deride 
to  Bcquiie  that  work.  With  respect  to  the  iiite  of  interest  tu  be  allowed,  which  we  have 
more  icrently  discus»e<l,  the  Government  would  have  been  glad  if  iho  bunk  could  have 
seen  its  way  to  make  it  four  |)er  cent. ;  but  they  have  given  consideration  to  the  point  you 
mentioned,  that  the  paynitnts  on  Government  iiccount  may  considerably  excceil  the  amount 
of  matured  Great  Western  Itnilwuy  Donds,  nml  thus  leuve  the  bunk  in  advance  to  that 
extent  at  a  low  rale  of  interest.  Having  due  rt'i;ard  to  this  possibility,  and  believing  it 
desirable  to  moke  provision,  at  a  certain  fixed  rate,  lor  havini;  the  entire  amount  of  the 
boiids  available  as  a  cash  balance  for  the  construction  of  the  Intercoloniitl  Kailwiiy,  they 
think  the  rate  ol  3j  per  cent,  on  the  whole  to  be  Inir,  iinil  acquiesce  in  it  accordingly. 

You  will  perceive  that  the  first  proporal  contemphites  the  transference  lioni  current 
account  of  a  sum  bcyoml  what  is  now  held  in  Hpecial  dp|iu<it.* 

lithe  uiraiigenient  now  pro|)osed  is  curritd  out,  the  Ciovemnient  would  not  contemplate 
using  the  ciedit  fur  000,000 /.,  relieired  to  in  a  previous  correspondence. 


E.  II.  King,  Esq., 
Malinger,  Bank  of  Montreal,  Montrcnl. 


I  am,  8ic. 
(signed)         John  Hose, 

Minister  of  Finunne. 


MBMORANnUM. 

1st.  The  bank  lo  renew  the  uniount  now  nt  speciul  depoi^it,  and  to  receive  such  further 
■mount  m  may  he  acrred  en  hy  transfer  Ironi  the  oidinaiy  account.  The  bank,  in  addition, 
to  place  lo  the  credit  of  the  Government  the  amount  of  the  (ireat  Western  Ruilway  Com- 
pany's bonds  lit  par.  These  bonds  are  to  be  handed  over  to  the  bunk,  and  the  bank  may 
either  purchase  ihein  at  pur,  with  the  guarantee  of  tlic  Government  for  their  payment  at 
maturity,  or  may  repaid  the  amount  ns  nii  advunce  made  to  the  Government  for  the  term  of 
these  bonds,  the  bunk  continuing  to  hold  the  bonds  of  Canada,  now  in  its  possession  as  a 
guarantee  lor  the  payment  at  maturity  of  tlic  Great  Western  Railway  lionds  in  either  case  ; 
It  being  undeistood  that  if  the  bunk  elects  to  make  an  advance,  the  rate  of  interest  on  such 
advance  slioll  not  exceed  4  ptr  cent,  per  annum. 

2nd.  These  sums  to  be  placed  to  a  special  account,  to  be  called  Intercolonial  Railway 
Construction  Account,  and  to  be  drawn  on  solely  for  tlic  purpose  of  the  railway,  according 
to  the  progresi.  of  the  works ;  the  amounts  at  the  credit  of  the  account  to  beur  3J  pur  cent, 
interest  until  the  entire  sum  is  exhausted. 

3rd.  The  bank  to  make  nrrangenicnts  for  the  payment  of  such  money  as  may  be  required 
at  the  points  on  the  line  of  the  Intercolonial  Kniluay,  which  may  be  indicated  by  the  Com- 
missioners; the  bank  having  the  use,  free  ol  charge,  of  the  building  at  Chatham,  recently 
leased  by  i he  Government,  not  to  be  subject  to  any  other  charge  than  the  actual  cost  to  the 
bank  of  making  such  payments. 

(signed)        John  Rose, 

Ottawa,  6  August  1860.  Minister  of  Finance. 


Dear  Sir,  Montreal,  9  August  1869. 

I  iiivK  the  honour  to  acknowledge  the  receipt  of  your  letter  of  the  6th  instant,  accom- 
panied by  a  memorandum  of  the  arran!;ement  which  the  Government  is  prepared  to  make 
for  the  purpose  of  providing  for  the  expenditure  upon  the  construction  ol  the  Intercolonial 
Railway,  out  of  the  following  source.4 : — 


Ist.  From  the  special  deposits  now  held  by  this  bank. 


2nd. 


*  I  sliouM  lie  kIri)  If  yciu  woiili)  inform  inn  whether  you  ui'i|uicMe  in  this,  or  still  desire  to  limit  the 
transfer  to  Ihe  sum  held  in  riiecisl  dt']ioiiit  ? 


CANADA  RAILWAY  LOAN  ACT  (1807). 


t? 


Snil.  Fioin  tlie  *nle  at  par,  with  (liu  ({iiarniitfu  of  tliu  Guvcrnnu-iti,  of  tho  bond*  of  the 
Qrent  WiiU rii  Hailwny  Cimipany,  benriiip;  iiUcrvNt  at  4  pvr  cinl.  pt- r  aiiiiiini  to  tlio  extent, 
u  I  iiiiilvrittand,  oC  iiLout  6<)U,<)U()  /,  iti'rliii);,  or  u  limn  lor  itn  e(|uul  nmuunt  Cor  tliu  term  ol' 
thcie  Uindi*  by  tlip  Lnnk  tu  llie  Uovoninicnt,  at  ii  riitenr  intereii  not  ceedini;  4  per  ciMit. 
per  annum  ;  tne  bunk  eontinuini;,  in  cither  rnHc,  to  hold  tin.'  bond*  o,  ^innda,  now  in  ilt 
|)oiii«tii(in,  until  ihi;  inaluriiy  of  tiie  (Jreat  WcHti'in  lliijlwny  bond*. 

Ord.  From  n  further  (peiiiil  deposit  derived  hum  the  current  buinncct  at  th-'  credit  of  tiie 
Receiver  Cieneinl, 

I  am  prepared  on  tlio  part  of  tlic  bunk  to  meet  llu;  wivJicit  oi'  the  Guvcrnmci.l,  ho  fiir  a« 
the  firnt  iind  mcoml  Mourcca,  IVom  which  tin-  iiniount  I*  to  be  derived,  and  in  'hu  mcan« 
lime,  miiku  u  loan  upun  the  Great  Wi-itlorn  Uadwiiy  bend*  at  par,  fur  thu  term  t!'.ey  have 
to  run. 

I  do  not  nee,  nt  prefpnt,  that  the  bunk  could  make  an  absolute  purchaie  of  those  I  ula 
at  par;  but  I  shall  bu  uhid  to  retain  the  option. 

With  re^tardtothu  third  loiirce,  from  which  thisfum  is  to  be  derived,  I  rp){ret  thnt  it  is  not 
potxiblc  lor  the  liiiiik  to  meet  the  winheH  ol  the  Giivernnivni.  Thf  bank  has  been  eniharras^fU 
for  some  months  piut  with  about  four  or  live  millions  ol' dollars  of  gold,  absolutely  idle, 
and  Inr  a  (;oiid  portinn  uf  which  tie  bunk  bus  been  paying  interest  to  the  Government  on 
■peciiil  depiixiis.  There  is  no  fal'u  and  protitublu  cmploytncnt  lur  liiis  lar^'e  surplus  in 
Canada,  eoniluneil  with  the  certainty  of  prompt  realisation  in  case  of  nerd ;  and  1  may 
mention  that  the  bunk  has  nt  this  moment  under  con^ideintioii  the  jiropriety  of  making;  a 
considerubli!  reduction  in  the  rate  of  intereiit  upon  shoit  advances  covered  by  railway 
recciptx  and  liills  of  ladin;:,  with  a  view  of  tindin<;  temporary  employment  fur  its  funds.  I 
trukt,  iherrfore,  thai  it  will  bu  satislactory  to  the  Government  to  carry  out  the  proposed 
arrangeiiienls,  >ul>ject  to  the  above  exception. 

The  balances  at  the  credit  of  this  pruposed  account  will  bear  interest  at  the  rate  of  3i  per 
cent,  per  unimm. 

I  am,  8tr. 

The  Honourable  John  Uogo,  (signed)         £.  II,  King, 

Minister  of  Finance. 


Jeor  >ir. 


Ottawa,  11  Angast  I8i]0. 


In  rt'|ily  to  your  letter  of  the  Otii  instant,  I  beg  to  say  that,  thouuh  I  regret  that  you 
are  not  prcpareil  to  accept  a  transfer  of  a  farther  aniuunt  from  the  pieiient  large  current 
balances  now  in  depusit  with  the  bank,  the  Cioveinment,  alter  due  cunsideratinn,  is  prepared 
to  ossent  to  thi!  modified  terms  suggested  by  you  in  tluit  letter,  with  this  qualitication,  that 
wc  w'i»h  tu  have  the  o|)tion  ol  niaintaining  and  rei  eiving  interest  on  the  bahinces  proposed 
to  be  placed  to  the  credit  of  the  Intercolonial  Uailway  Fund  ;  in  other  words,  to  depusit 
from  time  to  time  tn  its  credit,  from  our  current  balances,  amounts  equal  to  the  ex|icn- 
dilarc  on  account  of  that  fund,  if  the  state  of  thoi'e  working  balances  will  permit. 

As  you  cannot  acquiesce  in  my  piupusal  tu  transler  a  farther  amount  li'oin  the  current 
balanced,  to  the  cicdit  uf  the  special  account,  I  bug  you  will  be  good  enough  to  remit, 
on  the  most  favourable  terms  in  your  power,  and  at  iistarlyaday  as  may  be,  the  sunt 
of  100,000 /.  sterling  to  Messrs.  Baring  Drotlieis  &  Co.,  lur  account  uf  the  Guverunieiit, 
advising  me,  in  due  course,  of  details. 

I  am,  &Q., 

E.  H.  King,  l''sq..  Manager,  (signed)        Juhn  Rose, 

Bank  of  Montreal,  Montreal.  Minister  of  Finance. 


(No.  1(13.) 


—  No.  6. 


Copy  of  DESPATCH  from  Governor  the  Right  Honourable  Sir  John   '^ouny, 
Bart.,  Q.c.ii.,  to  The  Earl  Cirauville,  k.o. 

Government  House,  Ottawa,  22  December  18G9. 

(Received,  fi  January  1870.) 
My  Lord,  (Answered,  No.  12,  15  Junuury  1870,  page  23.) 

With  reference  to  your  Lordship's  Despatch  of  30th  November  (^No.  216*), 
acknowledging  the  receipt  of  my  Despatch,  No.  1 12,t  of  the  28th  October  last, 
enclosing  a  copy  of  the  Minute  of  Council,  dated  the  1 1th  August,  on  the  sub- 
ject of  the  Intercolonial  Railway  Loan,  and  observing  that  you  would  have  been 
glad  to  have  received  the  Minute  at  an  earlier  date, — 

I  have  the  honour  to  state,  in  explanation,  that  though  the  Minute  bears 
date  as  having  passed  the  Council  on  the  I2tli  August,  it  did  not  receive  my 
assent  until  the  2nd  October.  The  delay  occurred  in  this  way :  I  had  left  Quebec 
for  the  Maritime  Provinces  before  the  12th  August,  and  the  Minute  did  uoi 

244.  C  reach 


No.  G. 

llight  Hon.  Sir 
John  Young,  Bart., 
'i.c.u.,  to  Earl 
Granville,  k.u. 
■li  December  1869. 

*  Page  i3. 
T  Page  11. 


1 


i8 


PAPERS  RBLA'ltNO  '1*0  TH1& 


wnch  me  .mlU  my  arrival  in  Halifax  iome  wwkt  later.    Wlun  It  clltl  n-nch  me 

1  wait  in  doubt  wiiether  it  would  provi-  in  rxact  conlormlty  witit  your  Lord 

khlp'it  InMfuitlonH,  ami  I  hild  it  over,  Mr.   Roae  having  left  Ottawa,  until  I 

coul«l  i)»rw.nally  fonJer  with  the  Premier.     He  waa  Indiapowd  durinn  ilie  few 

dnvn  I  puBHed  in  (Mtawa  between  my  tour  in  the  Maritime  Provincei  and  that 

wliith  I  had  engaged  to  miike  in  OnUirio.     So  that,  after  all,  my  douht^  hud  to 

be  resolved  by  correspondence,  which  they  accordingly  were ;  and  on  the  vfnd 

October  I  returned  the  Minute,  approvecl,  from  Nianara,  where  I   wu»  iit  ihe 

time.   On  my  return  to  Ottawa  I  iranemitted  the  Minute  ■«  soi.n  as  I  ruieived 

the  authenticated  copy  from  the  I  lerk  of  the  Privy  Council. 

The  delay  was  therefore  occa»lt>nid,  in  the  first  instance,  by  my  nbhcnce  Irom 

the  seat  of  Oovernineiit  at  so  great  a  distance  as  Halifax ;  and  secondly,  by  my 

anxiety  not  to  give  my  approval  to  any  disposition  of  tl>e  funds  In  question 

until  I  could  be  fully  assured   ihat  it  was  In  conformity  with  your  Lordship's 

initructions. 

1  have,  &c. 

(signed)        John  Young. 


No.  7. 

Kight  Hon.  Sir 
JohnYoung,  Bart., 
O.C.B.,  to  Earl 
nrsuTille,  s.o. 


—  No.  7.  - 

Copi  of   TELEGHAM  from  Governor  the  Hight  Honourable  Sir  John  Young, 
Bart.,  O.C.B.,  to  The  Earl  tirunvilU,  k  u. 

(lieivirid,  SU  April  1h7u.) 

I  HAVK  requested  Sir  F.  llintkn  to  give  me  n  coriect  version  of  his  remnrks, 
and  the  Mini»t«rs  to  furnish  for  your  information  a  stotenient  of  jiresent  posi- 
tion of  Intercolonial  Railway  Loan  Funds, 

Ottawa. 


No.  8. 
UoYi'mor  Sir  J. 
Young,  Bt.,  o.c.B  , 
to  Earl  GranTill«, 

K.O. 

II  April  1870. 
*  Page  84 


-  No.  8.  - 

(No.  79.) 

Coi'\  of  u  DESPATCH  ironi  (lOvtriKir  the  Rijjht  llonounilili!  Sir  J«/(»  Young, 
Burt.,  o.f.D.,  to  Tht«  Eurl  Granville,  k.o. 

G;ivemnient  House.  Ottawa, 
•21  April  1870. 

My  Lord,  (Rceoi»cd,  a  May  1870.) 

With  refirencc  to  your  Lonl^hij/s  telegram  of  thu  I8th  instant* — 

"  Early  oxplanaiidn  iiM|uirtd  of  statement  by  .Minister  of  Finance  in 
budget  speech,  that  l.nw  OHiciTs'  opinion  as  to  railway  loan  will  not  be 
followid.'' 

I  liavu  the  honour  to  enclose  a  ^tutemt  nt  fumisliid  to  me  by  Sir  Francis 
Him'k.0. 

From  this  paper  it  appears,  that  of  the  unexpended  balancu  of  tlu-  Impirial 
(iunranteed  Loan  lor  the  Intercolonial  Railway,  amounting  to  6,733,703  dollars 
76  cents.,  there  arc  lying  on  deposit  in  thu  Bank  of  Montreal,  4,700,784  dollars. 

In  India  bonds  in  London  .         .         • 


681,:)33 


Making 


5,481,117 


Paragraph  2  of  an  instruction  to  tlic  Montreal  Bank,  dated  2nd  October  1860, 
t  Pojfc  15.  a  copy  of  which  was  sent  in  my  Despatch,  No.  117,t  30th  October  1800,  states, 

with  regard  to  the  first  of  the  above  items, 

"  There  deems  to  be  placed  to  a  special  account,  to  be  called   Intercolonial 

Railway  Construction  Account,  and  to  be  drawn  on  solely  for  the  purpose  of  the 

railway,  according  to  the  progress  uf  the  works ;  the  amounts  at  the  credit  of 

the  account  to  bear  3i  per  cent,  interest  until  the  entire  sum  is  exhausted." 

Further,    there   is   in   deposit    at   call  in  the  chartered  banks  a  sum  of 

1,814,760 


CANADA  RAILWAY  LOAN  ACT  (IMI). 
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1,814,760  (lullart  90  cwiti,  more  than  covorinu  the  urn  Jt|)ondo<l  bnliiiicn  of  (he 
Giiarnntced  Intcrcoloniul  Railwuy  l.onii.  So  timt  jlio  Intcrcoloninl  Hailwiiy 
nionoy  i»  moro  than  covered  without  rcfiTrina  to  tlic  Imperial  (Jiiarnntred  noiidfi 
(800,0(10/.  Mtorling)  for  the  purchase  of  the  Iludiidn's  Hny  Territory,  wliich  have 
not  ^vet  been  iio^otiuted,  although  the  full  amount  Iiiik  been  deposited. 

Sir  J.  Rom  «b*  authoriied  by  the  inttruction*  lio  rtceived  from  the  Canadian 
Oovernmeiit  to  offer  explnnation'*  in  Enuland,  anil  iieg  itiaio  in  nfen-nee  to  the 
matter  in  hand.  A  eopy  of  tlien'  inHtruetiiins  wiis  duly  trnni«mitted  to  your 
LonlHhip  in  my  Deiimicli',  No  oh,"  4th  Siptembn  iHflO,  and  the  Minii*ters  here  *  Not  prinud. 
undei-toiid,  unofficially,  of  eonrne,  from  .Sir  .!  lin  \l>*,;  that,  he  had  olllred 
i.xplanati<»nB  wideh  were  aecepted  as  B.iti(tfact.Hv  at  the  TreaHiiry.  I  was  not 
inlomu'd  of  tlieir  huviug  been  offend,  nor  of  their  result,  and  eoimidered  myself 
still  bound  by  your  Ijord-hiji'H  inMiuetiiam  <d"  Ist  June  IHflO  (No.  07t).  No  f  •*•«•  •'• 
0|i|K)rtuiiity,  liowevor,  was  afforded  fnr  acting  upon  tiiose  instructions,  for  no  paper 
has  eoine  before  nie,  nor  a  piopimitioii  of  any  kind  been  submitted  in  reference 
to  till  so  moneys  sinee  I  wrote  my  Despatch  of  30tli  Octolier  ISflO,  No.  117. 

I  have,  &e. 
(signed)         John  Young. 


Enclosure  in  No.  8. 

In  nliedienru  to  your  Excc!lency's  initructioiii  lliat  I  nhould  fiitihi<>  ynu  to  reply  to  Earl  EbcI,  in  No.  8. 
Uriiii>illu'«  tele};ruiii,  reqaevting  an  explanation  of  xnaie  reniarkH  made  by  nie  in  the  Home 
of  C  'Minionii  on  tlic  7th  iniil.,  in  my  B|)et'ch  on  tlie  Budget,  to  the  effect  ihat  the  o|iiMion  of 
the  L'.iw  Officeia  of  the  Crown,  bk  to  the  ilinpositionorihe  Inteicolnnial  Railway  Loan,  had 
been  diiiregiiiiled,  I  liave  the  honour  to  report  tliat,  after  consulting  oevernl  newopapers,  I 
find  such  a  iliitcrepancy  in  the  reports,  that  I  think  it  will  be  more  xatisfuctory  that  I  nhould 
explain  snlmtontiiilly  what  p.iHRcii  on  the  iiceasion  referred  to.  Before  doinjj  so,  I  may 
observe  that  all  the  trunSHCtions  connected  with  the  inttfrcnlonial  Riiilway  Loan  of-ciirred 
before  I  became  n  Meinl>er  of  tlie  Uovomnienl,  I  hnd  veniured  to  hope  tliHt,  as  no  intima- 
tion lo  the  contrary  had  been  );iven  to  ihc  Canadian  Government,  the  Minute  of  lh>'  Treasury 
Board  of  the  11th  Aui;UHt  18fl0,  approved  liy  the  Privy  Council  Minute  of  the  30th  of  that 
month,  had  been  det-meil  HRtii>factory  by  Her  Maiesty  s  Government ;  and  when  the  Oppo- 
sition Mcmberit  renewed,  during  the  present  Session  of  P.irliament.  the  attack  nn  the  poliey 
o(  the  G"vernment  reuardin<;  the  Intenoloniid  Loan  which  they  had  eoiniiienced  during  the 
previous  Se'-Hion,  I  considered  it  my  duly  to  maintain  and  defend  that  policy. 

The  subject  had  not  in  any  way  been  referred  to  by  ine  in  my  speech  on  ihe  7tli  inst., 

bringing  (orwurd  the  limlget,  but  at  a  later  hour  of  the  evening  the  Opposition  de ided 

explanations  on  the  subject  of  the  Intercolooial  Loan,  and  especially  as  to  whether  there 
bud  been  a  complianee  with  tlie  opinions  of  tlie  Ciown  Law  Officers.  To  this  but  one  answer 
could  have  been  given,  \iz.,  that  it  had  not  been  found  pnisible  to  act  in  accordance  witli 
those  opinions,  bat  that,  as  no  reply  l>ail  been  received  to  the  Minute  of  the  Canadian 
(iovernmeni  pointing  ual  the  impracticability  of  aetingin  accordance  with  the  opinions  of  the 
Clown  Law  OfiicerK,  we  hod  a  right  to  aKSume  that  the  Imperial  Government  were  satisfied 
with  our  expl  nations,  and  that  we  had  made  no  eliango  in  our  arrangements. 

On  reference  to  the  Canadian  TreHHury  Minute  of  the  lith  August  1H69,  to  the  Despatches 
of  Earl  Granville,  'iml  tu  the  opinions  of  the  Law  OHicers,  it  will,  I  think,  be  apporent  not 
only  thai  it  would  be  im|iOssilile  to  give  effect  to  those  opinions,  but  that  Earl  Granville  has 
not  instructed  your  Excellency  lo  lulopt  any  measiirps  with  u  view  of  trying  to  do  so.  The 
Lnw  Otliccr^  declare:  "  We  think  that  it  was  not  the  intention  of  the  Im|>erial  Legislature 
that  ilic  money  should  be  iiiveste'l  at  all ;  it  whs  to  be  appropriated  or  set  aside."  Again, 
"  Tiie  only  sort  of  investment  within  the  pruvisioni*  of  the  Imperial  Act  would  he,  we  think, 
an  investment  {if  any  such  txhti  or  can  be  coiieeivtd),  the  value  of  which  does  not  fiuctuate, 
and  which  is  convertible  at  any  moment  without  loss."  The  Law  Officers  weie  evidently  of 
opinion  that  no  sinh  invpstnienl,  as  in  their  opinion  was  alone  within  the  provisions  ol  the 
Imperial  Act,  whs  to  be  Ibund,  or  could  be  C'  nceivcd ;  but  they  failed  to  give  any  intimation 
as  to  what,  ii;  ihf  Ir  opinion,  would  be  a  legal  disposal  of  the  money. 

The  Treasury  Minute  has,  in  my  opinion,  shown  conclusively  that  it  would  be  quite 
impossible  to  act  on  the  opinion  ol  the  Law  Officers. 

liut  I  submit  that  Eail  Granville  has  not  instructed  your  Excelleney  to  attempt  to  give 
effect  to  that  opinion.  His  Lordship,  in  his  Despatch  of  8ih  ,luly  1800,  points  out  i 
your  Excellency  that  "  the  first  of  those  opinions  more  than  ht'ars  out  the  conclusion  at  whic 
I  had  arrived,'*  and  which  was  communicated  to  your  Excellency  in  his  Lordship's  pn 
vioiis  Despatch  of  the  1st  June,  which  was,  "to  refuse  yonr  concurrence,  in  any  mode,  i 
dealing  with  the  money  lemainin);  in  the  hands  of  Government,  other  than  that  of  invest- 
ment properly  so  called."  In  *.he  Despatch  of  nth  July,  his  Lordship  hoped  that  the 
Canadian  Oovernnu  nt  would  avoid  all  occasion  of  cavil,  "  by  placing  the  money  in  the/^^^/^y  (/;-^ 
shape  of  a  distinct  fund,  applicable  in  its  entirety,  and  at  any  moment,  to  the  object  for  '****'•*  •^^•'i 
which  it  is  di  stined." 

244.  C  2  I  submit 
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I  submit  tliat  there  ii  a  very  wide  difference  between  the  instructions  of  Earl  Granville, 
and  the  opinion  of  the  Crown  Law  Officers.  £i«rl  Granville  distinctly  recognises  the  pro- 
priety  of  investing  the  money,  provided  it  can  be  mnde  applicable  at  any  moment  to  the 
object  for  which  it  is  destined.  The  Law  GAicers  declare  that  it  was  not  tue  intention  of 
the  Imperial  Legislnture  that  the  money  should  be  invested  at  all,  and  that  no  investment 
would  come  within  the  provisions  of  the  Act,  unless  one  which  does  not  fluctuate,  and  which 
is  conveitible  at  any  moment  without  loss.  I  do  not  find,  in  nny  of  the  Despatches,  a  sug- 
gestion as  to  the  kind  of  investment  which,  in  the  opinion  of  Earl  Granville,  would  meet 
the  requirements  of  the  Act. 

It  i*  riear  that  the  securities  w'lich  have  been  always  held  to  be  the  best  in  England, 
and  in  which  trust  funds  of  all  *iiiids  aro  habitually  iit''<^8t.ed,  would  not  satisfy  the  require- 
ments of  the  Law  ORict-rs  ;  and  1  submit  that  the  CanaUi.:-  Government  has,  from  ihe  first, 
literally  complied  with  the  requirements  of  Eurl  Granville.  There  has  always  been  "a 
distinct  fund,  applicable  in  its  entirety,  and  at  any  moment,  to  the  object  for  which  it  is 
destined." 

Earl  Granville  has  never  prescribed  any  particular  mode  of  investment ;  and  I  own  that 
I  fail  to  comprehend  how  the  IraperinI  Goveinmcni  cun  object  to  a  mere  temporary  invest- 
ment in  Canadian  Secuntiex,  when  they  have  sanctioned  the  investment  of  the  sinking 
fund  in  similar  securities.  I  believe  tiiat  the  objection  originally  taken  to  the  transaction 
vas  founded  on  misconception, 

Ii  was  assumed  that  the  money  had  been  employed  in  paying  off  a  debt  of  the  Dominion, 
and  thitt  no  special  fund  lind  been  created. 

The  rial  facts  were  tliusu :  the  Dominion  had  a  flouting  debt  ot  the  time,  which  there 
would  not  have  been  the  slightest  difficulty  in  funding,  but  considerable  sums  were  likely  to 
be  paid  into  the  Can.idinn  Treasury  at  a  compiiratively  early  period,  which  rendernd  it 
undesirable  to  issue  debentures  at  a  long  date.  The  Canadian  Parliament  had  agreed  to 
issue  stock  nt  par  to  insurance  companies,  to  be  held  as  a  special  deposit  for  the  security 
of  pulicy-liolders,  and  it  was  known  that  there  would  be  an  earlydumaiid  forsuch  stock.  There 
was  likewise  a  largo  debt  due  to  the  Government  by  the  Great  Western  Railway  Company, 
which,  by  agreement,  was  to  be  paid  otTat  an  early  period,  and  which  was  in  the  shape  of 
negotiable  bonds. 

It  was,  therefore,  deemed  more  expedient  to  issue  Exchequer  Bills,  which,  being  re- 
ceivable for  ali  debts  due  to  Government,  were  equivalent  to  gold,  instead  of  iie»,  '''<tinir'>. 
loan,  payable  at  a  distant  period.  All  these  arrawgements  would  have  been  made  without 
reference  to  the  Intercolonial  money.  When  it  became  necessary  to  invest  that  money  tem- 
porarily, these  Exchequer  Bills  were  considered  the  most  eligible  mode  of  investing  the 
money,  and  the  correctnes  of  Sir  John  Rose's  anticipations  has  been  proved  by  ihe  fact, 
that  upwards  of  4,000,000  dollars  of  these  Exchequer  Bills  have  been  already  paid  otf.  It 
is  no  doubt  true,  that  the  money  invested  in  the  Exchequer  Bills  was  used  for  paying  oflT  a 
floating  debt  of  the  Dominion,  which  would  otherwise  have  been  paid  ofl*  with  the  money 
which  was  subsequently  used  to  redeem  the  Exchequer  Bills.  In  the  absence  of  all  informa- 
tion Hs  to  what  are  t)ic  views  of  Her  Majesty's  Government  as  to  the  kind  of  investment 
that  they  consider  admissible,  I  am  unable  to  judge  whether  Earl  Granville  would  be  satii- 
iied  witii  the  present  position  of  the  Intercolonial  account,  but  I  have  no  doubt  that  your 
Excellency  would  wish  me  to  state  exactly  how  it  ntands.  The  proceeds  of  the  Imperial 
Guaranteed  Loan,  as  stated  in  the  Minute  of  18th  Juii?  1809,  were  7,403,654.70  Dollars. 
Expended  on  works  to  this  date       .....  1,000,801  „ 

5,73a,7«3.70  DoUan. 


To  meet  this  there  is  at  interest  in  the  Bank  of  Montreal,  on  the  condition  that  it  is  to  be 
drawn  fur  as  required  (or  the  Intercolonial  Railway  ...  4,700,784  Dollars, 

India  Bonds  in  Loudon       -        •        .        .        -        .        •     681,333      „ 

6,481,117  £)()//(i«. 


There  is  in  deposit  nt  call  in  the  chartered  banks  n  sum  of  ^1,814,700.00,  and  the  Im* 
perial  Guaranteed  Bonds  (300,000 /.  sterlins;),  for  the  purchase  of  the  Iludeon's  Bay  Territory, 
have  not  yet  been  negotiated,  although  the  full  amount  has  been  deposited.  The  expendi- 
ture oil  the  works  will,  tor  some  time  to  come,  be  met  out  of  the  money  at  the  credit  of  the 
Government  with  the  chartered  banks,  not  bearing  interest.  I  may  observe  that  a  poition 
of  the  special  deposit  in  the  Bank  of  Montreal  consists  of  tiie  Great  Western  Railway  bonds, 
which  the  bank  made  nn  advance  on  to  the  full  umouii'.  Sir  John  Hose  having  been  of 
opinion  that  it  was  more  desirable  to  have  that  sum  at  call  in  the  bank  than  in  bonds  of  n 
railway  company, 

I  trust  that  the  foregoing  explanntion  will  supply  your  Excellency  with  the  information 
which  you  require. 


20  April  1070. 


F,  IJinchs,  Minister  of  Finance. 
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(No.  97.) 


—  No.  1.  — 


Copy  of  DESPATCH  from  The  Earl  Granville,  k.q.,  to  Governor  the 
Right  Honourable  Sir  John  Vouny,  Bart.,  o.c.B. 

Sir,  Downing-street,  1  June  18C9. 

The  Treasurer  of  tlie  Dominion  lias  recently  transmitted  to  this  Department 
a  paper  presented  to  the  Canadian  Parliament,  containing,  among  other  docu- 
ments, a  Minute  of  the  Privj'  Couicil,  aj proved  by  the  Governor  General  on 
the  27th  of  August  last.*  It  would  appear  that  under  that  Minute  money 
raised  under  Imperial  guarantee  for  *h'z  construction  of  the  Intercolonial  Rail- 
way was  to  be  temporarily  applied  to  the  purpose  of  defraying  the  general 
debts  of  the  Dominion. 

This  mode  of  employing  a  loan  guaranteed  by  the  Parliament  of  this 
country  for  a  specific  purpose  appears  to  Her  Majesty's  Government  not  to  be 
justifiable.  I  wish,  therefore,  to  learn  from  you  to  what  extent  and  in  what 
way  the  loan  has  been  employed  under  authority  of  that  Minute,  and  I  have  to 
instruct  you  to  refuse  your  concurrence  in  any  mode  of  dealing  with  the 
money  remaining  in  the  hands  of  Government  other  than  that  of  investment 
properly  so  called. 

I  should  also  wisir  to  receive  from  Mr.  Rose  any  observations  respecting  the 
Minute  of  27th  Au^just  which  he  may  consider  calculated  to  remove  the  strong 
objections  which  at  first  sight  attach  to  it. 

I  have,  &c. 
(signed)         Granville. 


Ko.  1. 
Earl  Or«nTille,K.o. , 
to  Governor  the 
Right  Hon.  Sir 
John  Young,  Bart., 
a.c.B. 
1  June  i86g. 

•  Vide  HouM  of 
Commons  Paper, 
No,  aya— I.  of 
17  June  1869, 
page  18. 


—  No.  2.  — 

(^"•^•'^•^  No.  2. 

Copy  of  DESPATCH  from  The  Earl  Granville,  k.c,  to  Governor  the  Right  EarlGranvillcK.o., 
Honourable  Sir  John  Young,  Br.rt,  g.c.b.  to  Governor  the 

"  Right  Hon.  Sir 

Sir,  Downing-street,  8  July  1869.       J°h»  Young,  Bart., 

I  HAVE  to  acknowledge  your  Despatch,  No.  67,t  of  20th  June,  transmitting  a  sj'ul'y  1869. 
Minute  adopted  by  the  Privy  Council  of  Canada  ia  relation  to  my  Despatch,  +  Page  4. 
No.  97, t  of  1st  June,  relating  to  the  disposal  of  moneys  raised  under  Imperial  *  Above. 
Guarantee  for  the  construction  of  the  Intercolonial  Railway. 

I  desire,  first,  to  explain  that  in  requesting  you  to  submit  this  question  to 
Mr.  Rose  for  his  observations,  my  only  object  was  to  obtain  information  from 
that  member  of  your  Government  who  was  presumably  most  compc » ent  to  give 
it,  and  not,  as  your  Ministers  appear  to  suppose,  to  fasten  on  Mr.  Rose  any 
special  or  personal  responsibility. 

You  will  assure  your  Advisers  that  I  have  never  had  any  inteiitiou  to 
question  the  financial  integrity  and  upright  dealing  of  the  Dominion  of  C 
still  less  the  personal  honour  of  Mr.  Rose  and  his  colleagues. 

I  have  been  led  to  the  conclusion  that  the  spirit,  if  not  the  letter,  of  the 
Canada  Loan  Act  (30  Vict.  cap.  16,  Imperial)  required  that  all  money  raised 
under  it  should  not  only  be  expended  on  the  construction  of  the  Intercolonial 
Railway,  but "  appropriated  "  to  that  purpose  ;  that  is,  that  it  should  be  kept  or 
invested  as  a  distinct  fund  applicable  to  that  construction,  and  to  no  other 
purpose 


I  enclose  copies  of  two  opinions  of  the  Law  Officers  of  the  Crown,  sought  and  4*^0^^ 


given  I  can  assure  you,  with  no  aulriendly  feeling  towards  the  Canadian 
Government,  nor  any  wish  to  impose  on  them  any  obligation  beyond  what  is 
implied  in  the  terms  of  the  arrangement  as  sanctioned  by  Parliament. 

244.  c  3  You 
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You  will  observe  that  the  first  of  these  opinions  more  thar  bears  out  the 
conclusion  at  which  1  had  arrived,  and  that  this  opinion  is  not  altered  by  the 
Minute  of  your  Privy  Council  whicli  I  at  once  referred  to  thoin. 

I  have  full  confidence  in  the  power  of  the  Canadian  Government  to  rei)lace 
at  any  time  the  sums  which  have  been  so  employed,  under  a  belief  that  there 
could  be  no  doubt  as  to  the  propriety  of  that  course.  The  opinions  of  tlie  Law 
Officers  and  the  Treasury,  whom  I  have  consulted,  show  that  that  belief  is  not 
well  founded. 

With  these  opinions  before  them,  your  Advisers  will,  I  urn  sure,  see  that  my 
Despatch  was  not  written  hastily  or  witiiout  necessity.  And  even  if  they  do  not 
concur  in  tiie  views  which  I  am  led  to  entertain,  1  hope  they  will  acquiesce  in 
the  propriety  of  avoiding  all  occasion  for  cavil  by  placing  the  money  in  the 
shape  of  a  distinct  fund  applicable,  in  its  entirety,  and  at  any  moment,  to  the 
object  tor  which  it  is  destined. 

I  have,  &c. 
(signed)         GrutivHk. 


End.  I,  io  No.  t. 


Enclosure  1,  in  No.  2. 

My  Lord,  Temple,  28  June  1869. 

We  are  honoured  with  your  commands  signified  in  Sir  Frederic  Rogers'  letter  of  the 
17th  instant,  stating — 

1.  That  he  was  directed  by  your  Lordship  to  request  that  we  would  favour  your  Lord- 
ship with  our  opinion  ujion  the  following  ease. 

2.  That  by  the  Imperial  Act,  30  &  31  Vict.  c.  16,  the  Commissioners  of  Her  Majesty's 
Treasury  were  empowered  to  guarantee  payment  of  interest  at  a  rate  not  exceeding 
4  per  cent,  per  annum,  on  any  principal  money  not  exceeding  3,000,000  /.  sterling,  to  be 
raised  by  way  of  loan  by  tno  Government  of  Canada  for  the  purpose  of  the  construction  of 
a  railway  connecting  Quebec  and  Halifax. 

3.  That  by  the  3rtl  section  of  tlie  Act,  this  guarantee  was  not  to  be  given  until  certain 
provisions  had  been  embodied  in  nn  Act  of  the  Parliainont  of  Canada,  and  that  he  was 
directed  to  call  our  attention  to  the  firiit  of  thc!<i'  provisions  which  related  to  the 


if  the  con!<truction  of  the  railway,  of  a  loan  not 
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priation,"  for  the  purpose 
3,000,000  /.  sterling. 

4.  That  an  Act  of  Parliament  of  Canada  was  in  duo  course  passed,  31  Vict.  c.  13,  and 
that  a  copy  of  it  was  annexed  for  reference. 

5.  That  it  would  be  seen  that  the  Act  was  in  operation,  and  that  it  might  be  assumed 
that  that  Act  fulfilled  the  reijuiremcnts  of  the  Imperial  Act,  though  it  had  not  received 
as  yet  the  formal  sanction  of  Her  .Majesty. 

6.  That  subsequently  to  the  jiassing  of  that  Act  a  loan  was  raised,  and  tho  substance 
of  the  terms  and  conditions  upon  which  the  loan  was  raised,  and  the  form  of  delientures, 
would  be  seen  from  the  letter  of  the  11th  ,Tuly  1868,  from  Mr.  Rose,  the  Financial 
Minister  to  the  Treasury,  and  from  the  rei)ly  thereto  of  the  15th  July,  anu  that  copies 
of  those  letters  were  annexed  for  reference. 

7.  That  from  a  Minute  of  tho  Privy  Council  of  Canada,  ajiproved  by  the  Governor 
General  on  27th  August  1HC8,  it  appeared  that  the  money  raised  uiulcr  the  Imperial 
guarantee  for  the  construction  of  the  roilway,  was  to  bo  temporarily  applied  to  the 
purpose  of  defraying  certain  debts  of  the  Dominion  bearing  a  high  rate  of^  interest,  and 
that  a  copy  of  such  Alinute  was  annexed  for  reference. 

8.  That  the  Minute  gave  rise  to  an  in(iuiry  in  the  House  of  Commons,  whether  such 
application  was  not  in  contravention  of  the  ('anada  Railway  Loan  Act,  18C7,  ami  a  fidl 
report  from  Mr.  Roce,  the  Financial  Minister,  which  was  approved  of  liy  the  Privy 
Council  of  tho  Dominion,  had  lately  been  received  in  answer  to  such  inquiry,  and  that 
a  copy  of  such  report  was  annexed  for  reference. 

9.  That  under  these  circumstances  our  o]iinion  was  requested  on  the  following 
questions  :-- 

1.  Whether  this  appropriation  of  the  proceeds  of  the  loan  was  in  contravention  of  the 
Canada  Railway  Loan  Act,  1867,  or; 

2.  Whether  in  tho  absence  of  any  spccia'  provision  as  to  the  custody  or  investment  of 
the  proceeds  of  the  loan  until  they  were  wanted  for  the  purpose  for  which  thoy  were 
raised,  the  Canadian  Government  were,  or  were  not,  within  their  legal  rights  in  making 
this  temporary  use  of  the  paid-up  instalments  ? 

In  obedience  to  your  Lordship's  commands  wo  have  considered  the  questions  submitted 
to  us,  and  have  the  honour  to  report, 

That 


Cop 


^44. 


.  '»Ve  have,  &c. 
("'ffncd)         «.  p^  Collier 

J-  A  Coleridjre. 


Enclosure  2,  in  No.  2. 


The  Earl  Granville,  k.o. 


(No.  a  16.) 
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.    We  have.  &c. 
K-ned)         /tP.Co/lier. 
J.  D.  Vokridge. 


—  No.  3 


Copy  of  D!:SP4TPH  #■-       t. 

,  .     I  Imve,  &c. 


No.  3. 

EarIGraiiville,«.o.. 
to  Governor  the 
Might  Hon.  Sir 
John  Young,  Bart. 

O.C.B.  ' 

JO  Nov.  ,869. 


(iVo.  u.j  —  No.  4.— 

Copt  of  DESI'ATCH  f 

I    HAVB    *  ■  n         .  to  Governor  Sir 

'"pieie  explanation  of  ih^ 


^44. 


.    I  Imve,  &c. 
(8'gned)        Granvilk. 
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No.  5. 
£arlGranville,K.o , 
to  Governor  Sir 
John  Young,  Bart,, 

O.C.B. 

19  April  18  ;o. 


(No.  93.) 


No.  5.  — 


Copt  of  DESPATCH  from  The  Earl  Granville,  k.g.,  to  Governor  the 
Right  Honourable  Sir  John  Young,  Bart.,  g.c.b. 

Sir,  Downing-street,  19  April  1870. 

I  sent  on  the  18th  instant,  at  4  p.  m.,  a  telegraphic  Despatch  to  you  in  the 
foUoTThig  words : — "  Early  explanation  requested  of  statement  by  Minister  of 
Finance  in  Budget  Speech,  that  Law  Officers'  opinion  as  to  Railway  Loan  will 
not  bo  followed." 

I  have,  &c. 
(signed)        Granville. 


Correspondence  between  The  Colonial  Office  and 
Sir  John  Rose,  k.c.»i.o. 


—  No.  1.  — 


No.  1. 
Sii:  Fiederic 
Rogers,  Bart., 
K.C.M.O.,  to  Sir 
John  Kosc,K.c.M.a. 
10  May  I870. 


Copy  of  a  LETTER  from  Sir 


Frederic  Rogers, 

Rose,  K.C.M.G. 


Bart.,  K.C.M.G.,  to  Sir  Jonn 


Sir,  Downing-street,  10  May  18/0. 

I  AM  desired  by  Earl  Granville  to  inform  you  that  it  is  proposed  shortly  to 
lay  before  Parliament  certain  papers  relating  to  the  investment  of  the  Inter- 
colonial Railway  Loan,  and  that  it  appears  to  his  Lordship  desirable  that  an 
account  of  the  actual  expenditure  and  progress  of  the  railway  works,  and  of  the 
obligations  assumed  up  to  the  present  time,  should  be  annexed  to  these 
papers. 

Should  it  be  in  your  power  to  furnish  sueli  a  statement,  Lord  Granville 
would  be  glad  to  receive  it  at  your  early  convenience,  together  with  any  other 
information  which  your  intimate  knowledge  of  the  subject  may  supply. 

I  am,  &c. 
(signed)        Frederic  Royers, 


No.  2. 

Sir  John  Robc, 
K.C.M.G.,  to  Sir 
Frederic  Rogers, 
Bart.,  K.C.M.G. 
12  May  1870. 


—  No.  2.  — 

Copy  of  a  LETTER  from  Sir  John  Rose,  k.c.m.g.,  to  Sir  Frederic  Rogers, 

Bart.,  K.C.M.G. 

Sir,  London,  12  May  1870. 

I  HAVE  the  honour  to  acknowledge  receipt  of  your  communication  of  the 
10th  instant,  written  by  direction  of  Earl  Granville,  in  which  you  inform  me 
that  his  Lordship  would  be  pbul  to  receive  a  statement  of  the  progress  of  the 
Intercolonial  Railway,  of  the  expenditure  on  it,  and  the  obligations  assumed 
up  to  the  present  time,  together  with  any  other  information  which  my  know- 
ledge of  the  subject  may  enable  me  to  supply. 

In 
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In  reply,  I  have  now  the  honour  to  sny,  that  it  is  somewhat  difficult  to  state, 
with  precision,  the  exact  position  of  the  undertaking,  and  the  obligHtions 
existing  in  respect  of  it.  These  are  daily  changing,  and  the  last  official  reports, 
of  which  I  have  any  knowledge,  relite  chiefly  to  the  considerations  which 
affected  the  selection  of  the  route,  the  manner  of  letting  the  contracts,  &c. 
I  have,  however,  been  favoured  with  the  perusal  of  statements  prepared  by  the 
Secretary  and  one  of  the  Intercolonial  Commissioners,  giving  a  very  full  expla- 
nation of  the  operations  uj)  to  .I.inuary  last,  which  T  shall  have  great  pleasure 
in  placing  at  Earl  Granville's  disposal,  and  the  substance  of  which  I  will  now 
communicate. 

It  will  be  remembered  that  up  to  .luly  1 8G8,  when  the  Intercolonical  Loan 
was  raised,  the  route  which  the  Railway  would  take  was  undetermined,  three 
lines  being  then  jiroposi-d  ;  the  one  by  the  Valley  of  the  St.  John,  the  other 
through  the  centre  of  New  Brunswick,  and  the  third  that  now  being  constructed. 
Previous  to,  and  during  the  summer  of,  1868,  ('anada  had  gone  to  great  expense 
in  exploring  these  three  different  routes,  in  order  to  place  before  Her  Majesty's 
Government  siifficient  information  as  to  the  character  of  the  country,  the 
engineering  diflSculties,  and  the  considerations  of  national  advantage  affecting 
each,  so  as  to  enable  them  to  select  intelligently  the  one  which  would  be  the  most 
advisable.  When  Her  Majesty's  Government  did  decide  on  the  third  route, 
and  authorised  the  loan,  it  became  necessary  to  have  more  minute  survr '.  s 
with  a  view  to  the  actual  location  of  the  line,  and  the  letting  of  contracts. 
The  more  general  explorations  had  gone  as  far  as  it  was  possible  to  push  them, 
previous  to  the  decision  of  the  Imperial  Government,  as  to  the  adoption  of  the 
line,  and  the  new  location  surveys  were  prosecuted  simultimeously  at  various 
points,  with  the  largest  force  available,  and  without  the  loss  of  a  day.  Adver- 
tisements were  issued  to  intending  contractors  that  the  profiles,  &c.,  l^ere  being 
prepared,  and  notifying  them  to  examine  the  ground  for  themselves,  in  anticipa- 
tion of  the  accurate  reports  of  the  surveys.  When  it  is  considered  that  the 
greater  portion  of  the  line  is  through  a  wilderness  of  forest,  and  that  the 
working  season  is  very  short,  it  will  be  admitted  that  the  surveys  and  engineer- 
ing pre|)arations  made  extraordinarily  rapid  progress.  The  total  length  of  the 
road  finally  sancticmed  is  about  4S8i  miles.  As  soon  as  small  sections  were 
surveyed,  and  finally  located,  advertisements  were  issued  for  tenders,  and  the 
progress  and  engagements  up  to  this  time,  as  stated  in  the  report  of  the  Com- 
missioner to  whom  I  refer,  will  show  how  rapidly  the  works  have  been  pushed 
forward. 

By  this  report  it  appears — 

1st.  That  a  section  of  37i  miles,  pjirtly  undertaken  and  constructed  by  an 
independent  Company,  has  been  purchased,  and  has  been  running  for  more 
than  a  year,  the  cash  already  paid  for  it  being  about  S  800,000. 

2iid.  That  twelve  contracts  were  let  in  the  early  part  of  the  year  1869  for 
232 J  miles  more,  on  all  of  which  substantial  progress  has  been  made;  the 
amount  of  these  contracts  being  about  S  3,547,032. 

3rd.  That  tenders  have  been  invited  by  advertisement,  for  rolling  stock 
estimated  to  cost  S  800,000,  part  of  which  it  is  believed  is  now  in  course  of 
being  built,  and  that  as  respects  the  remainder,  offers  of  ready-made  stock  may 
be  accepted,  and  be  required  to  be  paid  for  at  any  day  in  cash. 

4th.  That  the  rails  now  being  contracted  for  are  estimated  to  cost  $2,500,000. 

5th.  That  the  buildings  in  course  of  erection,  and  lands  in  course  of  pay- 
ment, arc  estimated  at  S  400,000. 

6th.  That  the  engineering  expenses  are  about  S  400,000,  making  a  total 
outlay  or  obligations  contracted,  and  iu  course  of  payment  so  far,  of  §  8,537,000, 
or  about  1,750,000  /.  sterhng.  The  amount  actually  paid  in  cash,  exclusive  of 
disbursements  for  surveys  and  exjjlorations  at  the  date  of  the  last  return,  is 
believed  to  be  about  S  1,670,000,  irrespective  of  what  may  have  since  been  paid 
on  the  various  engagements  contracted  as  already  stated. 

When  the  character  of  the  work  and  the  severity  of  the  climate  which 
prevents  active  operations  in  winter,  the  difficulty  of  obtaining  labour,  of 
moving  materials  and  plant  in  many  places  through  an  almost  impassable 
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forest,  and  of  procuring  supplies,  &c.,  as  well  as  the  peculiar  difficulties  in  the 
way  of  locating  the  exact  position  of  the  line,  and  ascertaining  the  character 
of  the  soil  and  worlci  to  be  performed,  are  considered,  it  will  be  admitted  that 
the  most  untiring  eneryry  has  heen  used  in  pushing  on  the  work.  Mr.  Brydgea, 
the  Commissioner  to  whom  I  refer,  says  in  his  report :  — 

"  You  will  see  from  this  statement  of  what  we  are  doing,  that  the  work  is 
"  being  proceeded  with  as  rapidly  as  possible,  quite  as  rapidly  as  is  wise  in  so 
"  large  an  undertaking.  If  we  were  to  attempt  to  hurry  it  more  than  is  now 
"  being  done,  wo  should  let  contracts  upon  insufficient  plans,  and  besides, 
"  disturb  the  labour  market,  which  is  very  likely  to  be  difficult  enoU.;h  to  deal 
"  with  as  it  is.  I  have  no  d')ubt  we  shall  get  the  entire  line  completed,  and  in 
"  working  order  durin;^  the  summer  of  1872.  It  would  not  be  possible,  except 
"  at  an  enormous  expense,  if  it  could  be  done  under  any  circumstances,  to 
•*  have  it  completed  before  that  date.'' 

It  will  be  remembered  that  the  general  course  of  the  road  was  only  deter- 
mined, and  the  loan  fur  half  the  estimated  cost  of  the  work  authorised  in  .luly 
1868;  and  if  within  four  years  the  whole  line  of  488  miles,  running  through  a 
country,  which  by  some  was  stated  to  interpose  such  serious  physical  obstacles 
as  to  make  them  pronounce  the  undertakin>;  impracticable,  is  completed  and 
working,  it  will  be  admitted  that  the  operations  have  been  prosecuted  with 
remarkable  celerity  and  vigour. 

Having  thus  detailed  the  facts  as  far  as  they  are  accessible  here,  with  refer- 
ence to  the  progress  of  th«?  work,  it  may  be  considered  superfluous  to  prolong 
this  communication,  but  as  his  Lordship  has  ret^uested  me  to  furnish  any  other 
information  which  my  knowledge  of  the  subject  may  supply,  1  would  briefly 
say  that  I  think  a  perus<Li  of  the  papers  noted  in  the  margin,  and  which  are 
doubtless  in  his  Lordsnip's  possession,  will  establish  the  following  points : — 

1  St.  That  the  work  was  one  in  which  it  was  admitted  Imperial  interests 
were  concerned,  but  the  execution  of  which  was  thrown  wholly  on  Canada 
and  that  the  utmost  possible  diligence  has  since  been  used  by  Canada  to 
further  its  progress. 

2nd.  That  it  was  necessary  to  contract  the  loan  at  Ihe  time  it  was  done ; 
that  the  conditions  of  its  issue,  the  dates  and  manner  of  payment,  and 
placing  the  instalment!),  were  left  wholly  to  Canada,  on  whose  Qovern- 
ment  the  entire  responsibility  of  completing  the  work  was  devolved. 

3rd.  That  it  was  never  proposed  to  control  Canada  in  regard  to  the 
temporary  employment  of  the  money  ;  that  any  such  proposal  would  have 
been  unwarranted  by  the  provisions  of  the  Act  authorising  the  guarantee  ; 
and  had  it  been  made,  that  Canada  coulfl  net  properly  have  accepted  the 
guarantee  coupled  with  any  such  conditions. 

4th.  That  the  financial  agents,  Messrs.  Baring  Brothers  &  Co.  and 
Messrs.  CAyn,  Mills,  Currie  &  Co.,  being  only  able  to  obtain  interest  at  the 
rate  of  1  per  cent,  whwe  Canada  was  paying  4  per  cent.,  that  Government 
made  the  most  judicious  temporary  use  in  its  power  of  the  amounts 
deposited,  by  investing  them,  partly  in  anticipating  the  sinking  fund,  partly 
in  its  own  securities,  partly  in  Fjxche(|uer  Bills  which  were  intended  to  be 
issued  to  the  public  to  pay  off  liabilities  maturing,  partly  iu  India  Stock, 
and  partly  in  special  deposits  at  4  per  cent,  with  its  bankers. 

5tb.  As  a  special,  and  perhaps  superfluous,  measure  of  precaution,  and  to 
meet  any  possil)le  delay  in  the  realisation  of  any  of  these  securities,  the 
Canadian  Government  provided  credits  with  their  bankers  available  on 
demand,  for  750,000  /.  sterling,  and  also  specially  laid  aside,  by  order  of 
Council,  other  securities  due  by  third  parties  and  belonging  to  the  Govern- 
ment, and  incomings  from  special  sources  of  revenue,  amounting  to 
upwards  of  1,000,000/.  sterling  more. 

6th.  That  these  precautions  were  dictated  by  the  desire  to  place  the 
money  in  the  condition  of  most  perfect  security  while  returning  some 
interest  that  they  were  at  the  time  deemed  to  be ,  and  have  since  been  shown, 
by  the  result,  to  have  been,  wholly  unnecessary  ;  because,  at  no  time  has 
Canada  had  less  money  lyinii;  in  cash  at  her  bankers  than  the  amount  of 
the  loan,  less  the  expenditure  on  the  works,  and  she  could  at  any  moment 
have  paid  the  entire  amount  on  demand. 

7th.  That 
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7th.  That  the  special  sources  of  rerenue  anticipated  to  come  in  before 
the  money  could  be  spent  on  the  works  and  the  other  securitiea  which  were 
laid  aside  to  meet  the  outlay  have  much  exceeded  the  estimated  amount, 
and  the  securities  have  actually  been  realised  and  are  now  in  the  shape  of 
cash  deposits  with  the  Dominion  bankers,  on  the  condition  of  being  drawn 
for  as  required  for  the  Intercolonial  works. 

I  learn  that  the  special  cash  deposit  amounts  at  the  present  time  to  about 
$4,800,000,  the  India  stock  to  about  $690,000  beyond  a  general  balance  of 
about  $1,800,000  cash  at  call  with  the  Dominion  bankers,  while  the  Govern- 
ment also  holds  300,000  /.  sterling  of  Imperial  guaranteed  bonds,  representing 
an  equal  amount  paid  to  the  Hudson's  Bay  Company  out  of  its  own  funds.  It 
thus  appears  that  the  amount  of  cash  specially  deposited  and  actually  available 
to  meet  the  outlay  on  the  works,  represents,  with  the  India  stock  and  the  sums 
spent,  ubout  the  full  amount  of  the  guaranteed  loan. 

This,  I  believe,  exhibits  in  general  terms,  and  as  accurately  as  the  means  of 
reference  at  my  command  here  permit  me  to  give,  the  actual  financial  bearings 
of  the  case,  under  ordinary  circumstances  I  should  hesitate  to  trouble  his 
Lordship  with  any  further  observations  than  a  reference  to  these  specific  facts  ; 
but  as  the  mode  in  which  the  money  was  temporarily  used  has  led  to  some  dis- 
cussion,  i  may  perhaps  be  permitted  to  add  one  or  two  words. 

The  good  faith  and  credit  of  Canada  have  never  been  questioned.  She  has 
met  all  her  engagements  with  punctuality,  and  the  only  other  amount  guaran- 
teed  by  England  hns  been  paid  off  long  ago.  Her  revenues  are  ample  for  all 
her  expenditure.  The  Imperial  Government  was  satisfied  of  this  fact,  because 
before  the  guarantee  was  authorised  an  examination  was  made  into  her  affairs, 
and  the  treasury  reported  their  entire  satisfaction  with  them,  and  actually 
authorised  the  investment  of  the  Sinking  Fund,  applicable  for  the  redemption 
of  the  loan,  in  her  own  securities,  devolving  on  Canada  the  undivided  duty  of 
constructing  the  work,  and  purposely  declining  all  participation  in  the  opera- 
tions attending  it. 

The  guarantee  being  given,  it  would  seem  to  suffice,  after  this  admitted 
ability  to  repay  the  loan,  if  the  money  raised  was  expended  on  the  work  as 
rapidly  as  its  nature  warranted  ;  and  that  .complaint  would  be  premature  until 
the  work  was  delayed  or  left  undone,  or  that  there  was  clear  evidence  of  per- 
manent misapplication. 

I  am  not  aware  that  any  of  the  States,  whether  European  or  American,  who 
guarantee  the  bunds  of  railway  corporations,  and  who  devolve  on  these  corpo- 
rations the  sole  duty  of  performing  the  works — disclaiming  all  control  or  inter- 
ference with  them — inquire  into  the  application  of  the  amounts  deposited 
during  the  construction  of  the  works,  provided  these  are  prosecuted  with  dili- 
gence and  good  faith. 

It  is  obviously  for  the  interest  of  the  surety  that  the  debtor  should  so  employ 
the  money  as  to  derive  a  benefit  from  it,  rather  than  add  to  his  liabilities  by  the 
amount  of  interest  unnecessarily  lost. 

But,  apart  from  the  question  of  interest,  it  appears  to  be  emphatically  stated 
by  Cimada  that  she  would  not  have  accepted  the  guarantee,  nor  undertaken  the 
work,  if  it  had  been  accompanied  with  any  such  distrust  as  the  controlling  of 
the  funds  raised  would  necessarily  have  implied. 

It  i^  said,  however,  that  the  difficulty  is  a  technical  one,  founded  on  the  pro> 
vision  of  the  Imperial  Act  which  directs  an  "  appropriation  "  of  the  money. 
It  is  contended  that  this  wording  requires  a  setting  aside  in  specie  of  the 
identical  money  received,  and  will  not  warrant  any  intermediate  use  of  it  what- 
ever. 

Whether  such  an  interpretation  of  the  law  be  critically  accurate  or  not,  I 
fail  to  discover  in  what  way  it  would  be  practically  possible  to  carry  it  out,  ex- 
cept by  a  course  of  dealing  exceptionally  invented  for  this  cose,  and  utterly  at 
varinnce  with  the  system  of  monetary  affairs  throughout  the  commercial 
world. 

This  point  is  noticed  at  length  in  the  Minute  of  the  Treasury  Board  of 
Canada  of  the  11th  August  18G9,  and  need  not  be  enlarged  upon  here. 

The  system  of  payment  by  cheques  and  through  clearing  houses,  of  deposit- 
ing money  with  bankers,  the  use  which  it  is  notorious  bankers  invariably  make 
of  their  deposits,  must  all  be  set  aside  if  the  critical  interpretation  contended 
for  is  to  be  given  to  this  wording  of  the  Act. 

244.  It 
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It  is  snid  'hnt  the  money  could  only  bo  Invested,  if  nt  all,  in  securities  which 
do  not  fluctuate.  But  Consols  fluetunte ;  even  the  precious  metnls  themselves 
fluctuate  ;  and  coidd  it  be  supposed  to  l)e  tlie  intention  of  Parliament  to  require 
this  lonn  to  be  kejit  wholly  apart  in  specie,  and  tniproductivc  diirin';  the  interval 
before  its  disbursenient  lor  tlie  purpose  it  was  <lestined  could  possibly  take 
place. 

Apologising  for  troubling  his  Lordship  witli  a  coniinunication  of  so  much 
length,  I  would  but  tiniilly  ninjirk  thnt  it  appears  from  these  observations  that 
the  sufliciency  of  the  sicuritics  provided  for  the  temporary  employment  of  the 
money  is  shown  by  the  fact  of  the  conversion  of  the  greater  part  of  them  into  cash 
long  befon- the  time  when  tlie  money  could  be  expeiidid  on  the  work;  that 
till  greater  i)art  of  the  amotint  is  in  spcciid  deposit  in  the  only  way  in  whiiih 
the  banking  usages  of  the  world  jiermits  it  to  lii' ;  and  that  the  balance,  piirtly 
invested  in  India  Uonds,  and  represented  by  cash  in  tlie  general  balances  at  the 
credit  of  Canada  with  her  bankers,  is  c(|ually  available  at  call. 

I  hava,  &c. 
Sir  Frederic  Rogers,  Bart.,  k.cm.o.  (signed^         John  Rose, 

&c.         &c.        &c. 
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